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is “peanuts”? 


bias may save only “‘peanuts” by changing 
one business form to meet a new 


situation. But being able to change every form— 





your entire systems work—change them 
quickly and economically, can mean a 
substantial saving. 

You can have this important flexibility by 
using A. B. Dick mimeographs. And you won’t 
sacrifice speed, legibility, over-all economy, or 
easy operation to get this flexibility. For unlike 
other duplicating processes, mimeographing 
makes no compromise with one quality to 
excel in another. Mimeographing 
is BALANCED duplicating. 

Ask your nearby A. B. Dick representative 
te explain BALANCED duplicating. 

Or, send in the coupon below for full details. 
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LOOKING OVER “NEW LOOK” 
The ‘New Look 


in the June 


Dr. R. K 


in Bal- 
Sheet uhich appeared 
f THE CONTROLLER, 


ffered Pe Guestior 


(1) Is it proper to deduct current labili 


ties, at amounts to be paid, from current 


assets which are not uniformly stated at 


amounts to be realized? 


(2) Is the amount of working capital sig- 


nificant enough to warrant the prominence 
with which it is displayed in the new state 
resulting as it does from 


nent and, further, 


the computation described in (1), is the 
amount calculated correctly? 

(3) Is it desirable to accept a balance 
sheet form which adopts a narrow view of 
the corporation as belonging solely to the 
stockholders? 

1) Does the new form actually lead to 
re understandable presentation of the 
corporate properties, liabilities, and capital 


stock interests? 


Editors, THE CONTROLLER 
Mautz in 


your June issue has doubtless stimulated 


The interesting article by Dr 


considerable thinking on the subjects he 


overed. Here are the answers I would 
give to the four questions he raised: 
(1) Yes, because working capital 


net amount to 


should be conceived not as a 


be realized but as a quantity of capital in 


ulatior moving outward as costs mn 
vested and returning as income in process 
of realization. For example, a business 
starts with $1000 of capital all in cash and 
I partly for cash and partly 
This should make no change in 
unt of working capital but merely 
it into $700 cash plus $500 mer 
$200 payable. The 

ges $400 of merchandise 


handise 


busi 
s and increases work 

00 of profit. A change in 
working capital should not 
he net of profits and 

net of capital invested 
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or procured outside of the working capital 
should change such total. The foregoing 
assumes that inventories are carried at the 
same amount as the cash for which they 
were currently exchanged. When inven- 
tories are priced on a Lifo basis they are 
assumed to be long-lived rather than cir- 
culating assets 

(2) The net total working capital can 
be a very significant figure when it ts 
scientificaily composed and compared with 
a reliable standard. As long as the nature 
of the business same the 
amount of working capital required varies 
directly with the 
whether the change therein results from 
changes in the number of units or in the 
price per unit. Thus the standard might be 
expressed as a percentage of sales based 
on the past experience of the individual 
company and/or the industry. With such 
a standard it should be possible to form a 


remains the 


sales regardless of 


judgment as to whether the net total work- 
ing capital is high or low regardless of the 
form in which it happens to be invested 
at the particular moment. Also one could 
then see how the need for capital would be 
affected by proposed changes in physical 
volume or by expected changes in the price 
level 

(3) The primary purpose of the ‘new 
look” is to distinguish between short-term 
debt invested temporarily in current assets 
and the permanent capital of the corpora- 
tion, regardless of who owns the latter 
Amounts invested in the business benefit 
all who benefit from the activities of the 
corporation, e.g., employes, government, 
consumers, and suppliers as well as stock- 
holders. All that the stockholder really 
owns is the discounted present value ot 
his future dividends. 

(4) I think the deduction of current 
liabilities from current assets Is a step in 
the right direction but further progress 1s 
needed. There is still too much confusion 
between unamortized cost and realizable 
values, between quick assets (readily liqui- 
jated) and current or citculating assets, 
and between different types of so-called re 
serves. Our terminology needs improve- 
ment and we need more and better stand 
ards for comparison. Perhaps income taxes 
and dividends payable out of past income 
should be separated from self-liquidating 
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debt incurred to finance future sales. In- 
stead of relying on such colorless state- 
ments as ‘added to surplus” or even 
“reinvested in the business” we should em- 
phasize how the cash derived trom profits 


actually has been or 1s to be invested. 


E. STEWART FREEMAN 

Company Auditor and Economist 
Dennison Manufacturing Co. 
Framingham, Mass. 


And 


The article appearing in the June 1949 
issue Of THE CONTROLLER captioned "The 
New Look’ in Balance Sheets, 
by Dr. R. K. Mautz, provides very worth 
while material for those of us who are in- 
clined to welcome improvement in finan- 
cial reporting. 

Without commenting upon the advisabil- 


authored 


ity or inadvisability of deducting current 
liabilities from current assets in financial 
statement preparation, this writer should 
like to discuss the point as to whether 
working capital can be representatively de- 
termined on the basis of including inven 
tories as current assets, when such inven- 
tories are based on cost. From the following 
stated reason, it would appear that work- 
ing capital so determined ts reasonably ac- 
curate. 

It is obvious that such inclusion of in- 
ventories, evaluated on a cost basis, is com 
pensatory as to its effect on the current po- 
sition in that, with the exception of the 
depreciation provision affecting manuf ac- 
turing costs, it replaces at any given date 
working capital which has been decreased 
by funds expended and by current liabili- 
ties incurred in 
purchase and or production of those inven- 


connection with the 
tories. Otherwise expressed, such account 
ing practice merely maintains in status quo 
the immediately involved portion of the 
current position pending the time when 
the inventories will reach a point of reali 
zation. 

Understandably it would be a very un 
common and equally unsound procedure to 
appreciate the book value of the inventories 
on a basis of anticipating profits estimated 
realizable at the time of eventual 
sale, which procedure, of course, ts not sug- 
gested in Dr. Mautz’s article 

In the event any portion of the inven- 
tories were recorded on a replacement value 
basis, rather than on a cost basis, to that ex 
tent an element of conservatism would un 
avoidably enter into the picture as to the 
resulting amount of working capital deter 
mined in the above outlined manner 

It would be of interest to have furthe: 
comments in this connection from other 


to be 


members of the Institute 


R. E. BRENNAN 

Secretary 

States Steamship Company 
Vancouver, Wash 








[ts open season on general managers 


... 100 many are being winged or 
Worse in the swamp of inventory. 
That's where the besieged Gen- 
eral Manager runs into the cross- 
fire of moving price levels, carry- 
ing-cost and sales-service demands. 
That's where McBee Keysort cuts 
casualties by telling him daily...at 
less cost than any other method: 
. What is and isn’t being sold. 
. What is on hand... and how 
long it’s been there. 
. What must be bought or made 
.and when. 


The Sales Manager can't plan sales 
Strategy soundly unless orders are 
coordinated with an inventory kept 
in proper ratio to other 
Keysort tells him what to push 
where; tells management when and 
how to keep inventory in balance 


assets 


The General Manager is out on 
a limb if loose production planning 
ties up too much capital in ma- 
terials, work-in-process, finished 
goods. McBee Keysort enables him 
to adjust purchases and production 
orders daily to keep inventory risks 


at a working minimum. 

Business can’t afford inventory 
gambles today. But any business 
can afford one of McBee’s simple, 
flexible, methods of 
controlling inventory — methods 


inexpensive 


that are helping executives sleep 
better at night and look younger 
than their years. 

That's why McBee sales have 
multiplied sixfold in just a short 
time. 

There’s a McBee man near you 
Ask him to drop in. Or write us 
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This is the magic McBee Keysort card. 
With your present personnel, without costly in- 
stallations, McBee Keysort provides you with 
accurate and useful management controls at 
less cost than any other system. When notched, 
the pre-coded holes along the edges make this 
card mechanically articulate. They make it easy 
classify it... file 
it... find it...useit... quickly and accuratels 295 
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ON NYWS3 IVS 





Offices in principal cities 

















Controllership in Government— 
A Real Step Forward 

Last week the newspapers carried an item which should 
be welcome to every controller interested in seeing the con- 
troller's part acknowledged in large-scale operation and ex- 
penditure of funds. It was the passage of $.1843, known as 
the Tydings Bill, to further the unification of the Armed 
Services of the United States, especially in matters of budget- 
ing and control {see Page 428}. 

The Citizens Committee for Reorganization of the Execu- 
tive Branch of the Government estimates that this can save 
the taxpayers more than one billion dollars. 

All controllers, and especially members of the Controllers 
Institute, can claim modest pride that news service accounts 
mentioned ‘'testimony by controllers” as a factor in the Con- 
gressional decision 

It is impossible to know how much influence the organized 
advice of controllers did have, but the national directors of 
the Controllers Institute voted the following letter to be 
sent to the appropriate Congressional leaders and committee 
chairmen in both Houses of Congress: 


“This letter breaks a long standing precedent of this organi- 
zation. The Controllers Institute of America, being a technical 
and non-political body, has always made it a rigid policy not 
to express Opinions on political subjects. 

“However, since the legislation implementing the report of 
the Commission on Reorganization of the Government has 
the public support of leaders of both political parties, we feel 
it is no violation of our policy to express an opinion. As tech- 
nicians we believe that the passage of this bill can be of great 
benefit to the nation’s taxpayers, and at the same time improve 
the efficiency of our armed forces and therefore strengthen 
the nation’s safety. 

“The combined experience of this Insticute’s membership in 
the field of budgetary control, representing practically all of 
the nation’s largest business enterprises, convinces us that a 
great gain in management efficiency can be achieved by follow- 
ing out the Commission’s recommendations as proposed in 
Title Four of this bill. However, the entire measure, as recom- 
mended by the Citizens Committee for Reorganization of the 
Executive Branch of the Government, seems necessary in order 


to achieve unified management of the Armed Services.” 


We may not have done any good, but we certainly did no 
harm 
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Aggressive vs. Defensive Investment 

Some eminent and conservative economists, after careful 
figuring, are predicting that American industrial production 
and national income will double within 30 years—a seem- 
ingly fantastic expansion from our present impressive level. 

Anyway, in the course of their discussion they make an 
interesting distinction between aggressive and defensive in- 
vestment. 

Aggressive investment makes new jobs, develops new 
industries like plastics, television, and the antibiotic phar- 
maceuticals. 

Defensive investment is an effort to avoid disaster—in- 
vestment by a company whose processes and machines are 
outdated to bring itself up to a competitive level; invest- 
ment by government just to keep people busy and not be- 
cause public works are needed; investment in abnormal ad- 
vertising in a period of falling sales, in the hope of taking 
business away from competitors. 

These economists say that the nation has been built by 
aggressive investment. They think the nation’s health and 
growth will be determined by the extent to which business- 
men and politicians find ways of investing aggressively 
rather than defensively. 


T’row de Tonguetwister Out! 

“If we're going to talk economics to the man in the 
street, we'd better get rid of phrases like ‘entrepreneurial 
income’ which have been handed to us by the classic econ- 
omists.”” That's the advice of Dr. Charles Roos, well known 
mathematician-economist. 

We agree. We shouldn't choke John Q. Public with a 
tonguetwister, when the real object is to have everybody 
know how the wheels go round and how it takes both job- 
makers and job-takers to build the country. 

When we say ‘“job-makers’ income” it isn't hard to pic- 
ture that the man who is the risk-taker and the job-maker 
ought to have some chance of winning; he certainly makes 
life better for the job-taker. 

If that isn’t dignified enough we can talk about enter- 
prisers; but in any case let's be American and root the 
word “entrepreneur” and ‘entrepreneurial’ out of our col- 
lege textbooks—as thoroughly as we've knocked them out 
of business journals. 


How Many Stockholders? 

The existence of better tax and census data has led to a 
new effort to estimate the number of people who own 
Previous estimates had ranged from 


American business 
three to nine million. The more reliable recent estimates 
place the total number of stockholders between 11 and 15 
million. 

That's a lot of capitalists who are to some extent job- 
makers, perhaps able to understand what it means to take 
a risk, and why America works the better for it. Starting 
with that nucleus, if our truth can’t compete with com- 
munist lies, there’s something wrong with our heads and 


our educational methods. 
WALTER MITCHELL, JR. 
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tie FRIDEN 
UU UM 
W001 ST" ...a new Calculator, designed to meet the Figure Work needs of every 


type of business. The Friden u/tra-matic ST-W possesses many new 





improvements that give you unequalled performance.This new fully 
automatic calculator excels in ease and simplicity of operation... 
speed of production...economy...dependable performance. Only by 
using the mew Friden on your own work can you judge its advantages. 


Write the Home Office or call your local Friden representative. 
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+ errors, finishes faster, is ready. 
. again to help with other duties. 


Whether it is new disc-type or 
electronic cylinder-type, no other 
instrument matches Edison 
understandability . . . because 
only Edison has Ear-Tuned 
> Jewel-Action. 





What Are We FOR? 


By John L. McCaffrey 


LONG WITH a good many other people, 

I have been interested in following 

the work the Controllers Institute has 

done in the improvement of annual re- 

ports and financial statements generally. 

It has been helpful not only to the com- 

panies represented by your membership 

but also, I am sure, to business and in 
dustry in general. 

I mention this partly to pay a deserved 
compliment and partly because ] want to 
urge you not to stop there. Important as 
it is for the figures which present the 
Operations of a corporation to be under- 
stood, how much more important it 1s for 
the working of our business system to be 
understood. The system of which we are 
all a part can survive misunderstandings 
of particular businesses, but it cannot 
long survive general public lack of under- 
standing as to how the system works and 
what is necessary to keep it going. 

Like the problem of better reporting on 
business, the problem of better under- 
standing is not a new one. It has been 
with us and has been growing steadily for 
almost 20 years. American capitalism has 
been under attack and during most of that 
period it seems to me that we have been 
losing ground, despite the earnest efforts 
of many men and many organizations. 

The attack comes from collectivists of 
all kinds——from and com- 
munists, of course, because they cannot 
hope to realize their ambitions until 
American capitalism is discredited and 
abandoned. So long as it continues to 
function—as it has—more successfully 
than their systems, they not only will be 
disappointed in their hopes of collectiviz- 
ing the United States but they can never 
really feel secure elsewhere. 

Unfortunately not all the attack comes 
from socialists and communists. Much of 
it, and probably the most damaging part 
of it, comes from well-meaning people 
who do not understand what they are 
doing, who actually think that an ordinary 
man becomes a superman if he holds a 
government office, who actually believe 
that there is some magic power in govern 
ment to cure all ills, who really think 
that all incentive and all initiative and all 
freedom can be taken away and still the 
economy will continue its miracles of pro- 


socialists 


duction 


I think the success of the attack on 


American capitalism can be accounted for 
in two ways. One ts that the collectivists 
have succeeded in spreading a number of 
fallacies, none of which can stand factual 
analysis. The other and perhaps the more 
important one is that they have kept us 
on the defensive. We have been so busy 
declaring what we were against that we 
have neglected to declare—and even 
worse have sometimes fatled to act on 
what we are for 
I would like 
things. And I want to distinguish sharply 
them. The fallacies, I 


can be cleared up with words and facts 


to talk about both those 


between believe 
Quite a few people are trying to do that 
not enough but quite a few. The negative 
attitude, however, 
words. It can only be cured by action 
plus words, deeds plus explanation, and 
we should not fool ourselves about that 
What are fallacies that the col 
lectivists have been selling ? Certainly one 
of the foremost is the fallacy of security 
Security is the one thing they always 
promise, and they are great promisers 
even if they are a little slow about de 


cannot be cured by 


these 


liveries. 

Give us the power,” they always say, 
“and we will make you They 
hold out that promise of security as if it 
were redeemable and as if there were no 


secure.’ 


price tag on it. But there always ts a price 
lag-—dand a De 

Whenever a collectivist promises to 
make you secure, you will find that the 


avy one 


Management must take the offensive 
in selling its most precious product 


price tag includes giving up freedom. 
They promise economic security, for ex 
ample, but it always means that we must 
give them various controls. When the col- 
lectivist promises economic security, the 
price tag says that government will order 
where men shall work, and at what, and 
for how much; what goods shall be pro- 
duced, and how many, and who can buy. 
And by the time the collectivists have fin 
ished their controlling and their limiting 
and their forbidding and their command- 
ing, what began with a promise of pros- 
perity for everyone, forever, ends up as 
second five- 


an austerity program ora 


year plan or some other scheme for di- 


viding up the scarcity 


Now if there is any one fact which all 
human experience proves, it is that life 
cannot be made perfectly secure. War 
comes, pestilence comes, crop failures 
come. Leaving aside the factor of human 
mistakes, acts of God make absolute se- 
curity impossible. As some one has well 
said, the closest approach to complete 
security is in jail, and that, in effect, is 
where collectivists would have us 

Capitalism does not and cannot prom- 
Ise perfect security, but neither can any 
other system. Capitalism does involve 
risks. The point is that while American 
capitalism has its ups and downs, the ups 
are much greater than the downs and the 
average of prosperity for ordinary men 


JOHN L. McCAFFREY, President of International Har- 
vester Company, Chicago, began his career in the company 
as a warehouse clerk in 1909. Successively salesman, as- 
sistant to the branch manager, and district head, by 1933 
he was manager of domestic sales and four years later di- 
rector of domestic and Canadian sales. Elected Vice Presi- 
dent in 1940 and a Director the following year, Mr. Mc- 
Caffrey, who presented this paper before the St. Louis Con- 
trol of the Controllers Institute, advanced to First Vice Presi- 
dent in 1945 and became President in 1946. 
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and women is vastly greater than under 
any other system and increases over the 
years. Capitalism /as produced more good 
things for more people—and at the same 
Men 


time it as kept wee, 


Now the second fallacy that we hear 
much about is the wonders of central 
planning. Somebody, will 
make a plan that all the rest of us must 
obey. We ought to take a good long look 
at this one, for it is presented over and 


again 


somewhere, 


over as a cure-all. 

We live in a system in which millions 
of individual people make plans. Some of 
those plans are wrong, sure. But many 
individual plans can be mistaken without 
greatly damaging the general welfare. In 
this central planning idea only a few men 
in government make the plans. They are 
no wiser and no smarter than other men 
but they undertake to think for all of us 
And when their plan is wrong then we 
are really in trouble, for a central plan 
gone wrong can wreck everybody. 

Look at this central planning idea from 
another slant. Where have we made our 
great advances in this country ? Have they 
come from the government? Have they 


even come from corporations ? They have 
not. The great advances have come from 
individual human beings, rare human be- 
ings, geniuses, if you will. 

And the basic fact about genius is that 
it 7s rare. It cannot be planned. Genius ts 
where you find it, and it grows in unlikely 
places. Ask yourself this 

I uld 


picked a 22-year-old Virginia 


central planners 


farm 


mist, 


government! 


not an engineer nor an econ 
even a college erddua MeCcPANnize 


world’s agriculture 7 


Ould central planners Dave Chosen an 
led ex-newsboy and railroad tele- 

, er 
perator to mvent the electric light, 


t 7 


{MVes: 


board 


waph, and motion | 


Md a government pidanning 


1 


have picked a 40-year-old mechanic in a 


5 ae America on 


small western city 
wheels? 

You know they wouldn't. They 
wouldn't then and they wouldn't now. 

Yet those three men were Cyrus Hall 
McCormick, Thomas A. Edison, and 
Henry Ford. And what would America 
look like today if it had not been for 
them ? 

They did their work and their work 





Decries Suspicion of Profit System 


Remark 


Monsant 


Is it too much to expect unions to con- 
sider the welfare of the business from 
which they draw their pay, or too un- 
realistic for the Government to assist 
rather than balk the industry from which 
it derives its strength? 

Our high standard of living and our 
ability to combat a Russian drive for 
world domination could never have been 
created in an atmosphere such as the 
one in which business is now forced to 
eXist. 

Suspicion as to who benefits from our 
profit system and as to the desire of busi- 
ness to create a depression, cut wages, 
and break unions must be eliminated as 
speedily as possible. The utter failure of 
planned economies, with their bare sub- 
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by Walliam M. Rand, President of 


Chemical Compan } 


sistence standards of living is proof that 
Government alone cannot provide the 
buildings and tools with which to create 
a satisfactory economic environment. 
The fallacy that we can create fewer 
articles at higher pay and higher costs 
has been advocated simultaneously with 
a campaign involving the voluntary 
holding back of production, by accusa- 
tions of speedups, by claims of exploita- 
tion, by featherbedding, by resistance to 
new ways and methods, and by men 
worrying if they are working too hard. 
Business has not adequately answered 
these the unfor- 
tunate result that a large segment of the 


recriminations, with 


American people believe them. 
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carries on. But how could such men have 
performed such miracles? They could do 
it because they were free—free to follow 
up an idea that no one else believed in, 
free to follow their own dreams without 
being appointed by the government or 
having to get permission from any cen- 
tral planning board. They were not under 
political management, fortunately for us. 

Then there is the fallacy that attacks 
private property as somehow immoral and 
dangerous— ‘production for use and not 
tor profit.’ The central idea of this fal 
lacy is that the government should control 
production and distribute the products. 

That idea is presented as if it were 
new. But then socialists and communists 
and the other collectivists always propose 
their schemes as new. They never say how 
many times they have already been tried 
and failed. Many of those trials and fail- 
ures have been right here in America. 

For example, this business of govern- 
ment control of production and distribu- 
tion was tried here in 1607. The James- 
town Colony, the first English settlement 
in the New World, started out on just 
that basis. They continued it for a num- 
ber of years and things got worse each 
year. After repeated failures they finally 
gave it up and fell back on the capitalist 
idea of personal initiative and personal 
responsibility and personal incentive, let- 
ting a man keep what he produced. They 
assigned each man in the colony three 
acres of his own land. 

The famous Captain John Smith had 
some remarks to make about that. And 
Captain John Smith knew what he was 
talking about because he was there. 
Here's what he wrote, in his General Hzs- 

ry of Virginia: 

“When our people were fed out of the 
common store and labored jointly together, 
glad was he (who) could slip from his labor 
or slumber over his task, he cared not how. 
Nay, the most honest among them would 
hardly take so much true pains in a week 
as now, for themselves, they will do in a 
day. Neither cared they for the increase, 
presuming that howsoever the harvest pros 
pered, the general store must maintain them; 
so that they reaped not so much corn from 
the labors of 30 as now three or four do 
provide for themselves.” 


So Jamestown found out, more than 
300 years ago, that wealth has to be pro 
duced before it can be shared, that private 
property and pe rsonal incentives bring 
production. 

Now, of course, the collectivists are 
embarrassed when these facts are pointed 
out. They have to have an answer of some 
kind, or else admit that their potions and 
spells aren't really magical after all. They 
can't admit that American capitalism by 
its very nature is more productive so they 
fall back on that old one about the size 








and natural resources of our land. It isn't 
that our system is any better, they say, it’s 
just that God placed so much in our 
hands. Is this true ? 

Well, it is true that our country ts 
large. But Russia is twice as big. It is true 
that we have many people. But Russia, 
China, India, all have vastly more. It is 
true that we have large natural resources, 
but Russia's resources are certainly the 
equal of ours, and our country contains 
few resources which do not exist plenti- 
fully elsewhere in the world. 

Well, then, why do we excel? One an- 
swer is fools. Wealth comes from natural 
resources plus human energy plus tools. 
And we do have more tools than any 
other country on earth. But why should 
that be? Russia, England, most of these 
other countries have been in business far 
longer than we have. Where did our tools 
come from? How come we have so many ? 

You know the answer. Tools come into 
existence only when somebody gives up 
something he could otherwise enjoy right 
now. He gives up present benefits for 
tools, in the hope of having more tomor- 
row. Tools come only from saving. And 
when do men save? They save only when 
they are free—free to invest their savings 
as they like, free to earn a profit, free 
from fear that the government will take 
away or anyone else will steal their sav- 
ings or their profits. In other words, men 
save when they can use their capital and 
be capitalists. 


Anp that’s the thing that distinguishes 
our American capitalism from all the col- 
lectivist states, the thing that makes us 
different and has brought us our success- 
freedom. The individual human_ being 
has been free to use his brains and his 
money and his tools without fear of pre- 
emption, without getting permission from 
anybody or having a ‘plan’ imposed on 
him from above. This freedom is the 
thing that has made us great. And if we 
lose it, or give it up, we will lose our 
standard of living at the same time. 


So much for the fallacies the collectiv- 
ists peddle. We can knock those false 
ideas down. We can prove that the prod- 
uct the collectivists offer is not a good 
product. But what about our own? What 
are we doing to increase our sales of our 
product—freedom ? 

I don’t think we are doing nearly 
enough. And strangely enough I think 
our failure is due in part to our habit of 
sticking to business. I think we may have 
stuck too closely to business. Putting it 
another way, I think perhaps we have put 
too narrow boundaries around the sphere 
of what constitutes business 

If you believe, as I do, that we have to 
be for things and not just against them, 
we have not done a good job. One rea- 
son, in my opinion, is that we have con- 
fined our ideas of freedom too closely to 
the economic freedom I have just been 
discussing. Maybe we have not under- 
stood that freedom is not divisible. You 
can’t break it up into little chunks and 
neatly label one ‘economic freedom’ and 
another “political freedom” and so on. 

I don't believe there are four freedoms, 
or twelve, or fifty. I believe there is just 
one. A man cannot be economically free 





TIME FOR DECISION 


The time has come for us to take 
stock of the social and economic 
conditions confronting us, for we are 
on the verge of a fatal decision. 
Either we accept the responsibility 
of solving our own problems and 
providing our own security or else 
depend upon the men employed in 
government to assume that respon- 
sibility for us. 

If we choose the former course, 
we shall preserve our freedom; if we 
choose the latter, we shall sacrifice 
it. 

The decision cannot be delayed 
for long, for socialism under various 
appealing disguises is steadily fast- 
ening itself upon our national econ- 
omy. If we become too deeply in- 
volved, there is no turning back. 

We must make our choice be- 
tween economic freedom and dicta- 
torial serfdom; between capitalism 
and socialism; between free enter- 
prise and socialistic planning. We 
cannot have both socialism and 
freedom at the same time. Eventu- 
ally, either one or the other must 
perish. 

—W. G. VOLLMER 


President 
The Texas and Pacific Railway Company 


THE CONTROLLER... 


This is the fifth in a series of ar- 
ticles on top management consid- 
erations. “Setting Standards of 
Value for Executive Compensation” 
by Edward N. Hay, which appeared 
in the March issue of THE CON- 
TROLLER, was the initial piece; sec- 
ond was “Evaluating Management” 
by Jackson Martindell in the May 
issue; third, “Deferred Compensa- 
tion for Executives’ by George R. 
Blodgett in June; and fourth, ‘““Man- 
agement Meets Its Public’ by John 
S. Coleman in August. 


in a state ruled by tyranny. He cannot be 
politically free when government controls 
the economy. He cannot exist half-slave 
and half-free. 

A government which can tell you 
where to work, and when, and for how 
much can also tell you whether to vote, 
and for whom, and how often, and when 
to speak and when to shut up. Freedom is 
not divisible. We have it or we do not 
have it 

If that is true, I think business men 
ought to be just as much concerned about 
the other areas of freedom as they are 
about economic freedom. We ought to 
be out working for the whole thing and 
not just the part of it that touches us most 
closely 


Ari N’'T there some things we can all be 
for and do something about? I believe 
there are. 

One of them—to me—is the 
idea of looking at people as mdividuals 
and judging them and treating them on 
their merits, not as members of a particu- 
lar class or group. Have we been doing a 
good job on that ? If we had, I think we'd 
hear a lot less talk about FEPC laws and 
about so-called ‘‘minority” groups. 

Do we have to be compelled to do 
through law what men who really believe 
in freedom would do by choice? I hope 
not, I believe not, but we need to be a 
lot more active than we have, not with 
words but with deeds. 

I happen to be Irish by descent. A hun- 
dred years or so ago in this country the 
Irish were a ‘minority’ group. Advertise- 
ments in the papers often said ‘No Irish 
need apply.’ Many cities had their Irish- 
town districts. Today that is past and 
gone. The Little Italies, the Hunkytowns 
are breaking up. I hope we will soon hear 

uch less about Black Belts and ghettos 
nd other physical or mental ways of 
lumping great numbers of people to- 


basic 
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gether and praising them or stigmatizing 


If at First You DO Succeed—Beware! 


Executive personnel—an item not found in the balance 


sheet—is the most important asset of a company. So de- 
clares John L. Burns, partner in the management consulting 
firm of Booz, Allen & Hamilton. 

Taking the New York Society of Security Analysts on a 
verbal tour behind the industrial balance sheet recently, Mr. 
Burns stated that success—rather than fatlure—is a major 
problem for business management. 

Citing several examples, he pointed out that many of the 


problems ‘result from businesses growing beyond their 


original objectives without redefining new goals based upon 
current conditions of the business and of the top manage- 
ment 

Among the problems: cost increases, sales declines, or- 
ganization rebuilding 

The best basic cure: sharp changes in management atti- 
tudes 

And that brings us back to the opening statement: Execu- 
five personnel an item not found mm the halance sheet 


com pany. 


a ¢ lass 


actions, if we are believers in free- been in manning those defenses, not just 


stitution had wisdom. They foresaw many 
of the troubles that would come to us 

country dedicated to indi- and they tried to build defenses 
viduals, not to classes or groups. In all would keep us free. How active have we 


dom, we must be for dealing with people 
as individuals and not as constituents of 
their race or their religion or the country 


for ourselves but for others? We have 
been very interested in defending the 
due process’ clause, but what about 
some of the others ? 


their great-grandfathers came from. 
there is the matter of political Take the First Amendment 
The men who wrote the Con- think of anything more vital to the con- 


THE CONTROLLER 


Top Executives Recruited from Ranks 


A Baltimore company with four senior officers who ros¢ 
from the ranks believes it has the answer for people who 
Say opportunities in America are gctting fewer 

The four were outstanding members of the company's 

junior board of directors,’ organized in*1g32 when Charles 
McCormick took over the presidency of McCormick & Co. 
Charles McCormick believed the way to develop executives 
is to give juniors a chance, so he formed the juntor board. 

Now 16 of the 20 members of the company’s official 
board of directors are graduates of the junior board. 

Some former juniors now part of top management are 
John N. Curlett, stockroom worker in 1932, now Vice Presi- 
dent; James F. Welsh, department clerk in 1923, now Sec- 
retary; Brooke E. Furr, office boy in 1925, now Treasurer; 
and Thomas Reid, who started in sales and advertising in 
1g41 and is now Vice President in charge of human rela- 
trons 

Mr. Furr is a member of the Controllers Institute of 
America, Mr. Reid was one of the speakers at the Institute's 


1946 Annual Meeting 
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tinued safety and freedom of this country 
than the guarantee of free speech and a 
free press, the right to criticize, the right 
to state our beliefs? And yet we have left 
the defense of that right pretty much up 
to newspaper publishers. Of course, they 
have an economic interest in it as well as 
a citizenship interest. But so do we. 

Remember back a few years when the 
National Labor Relations Board made it 
an unfair labor practice for employers to 
say what they thought about union rela- 
tions. We should be ashamed that such 
action did not immediately produce a 
whole wave of lawsuits—-not to help em- 
ployers resist unionization, but because it 
deprived employers as citizens of a funda- 
mental American right. 

And if some future board or bureau 
tried to impose a gag rule on unions, we 
should be ashamed if we did not go to 
bat tor their right to speak freely. If we 
want freedom, we have to want it just as 
much for other people as for ourselves. 

Business men have had a lot to say about 
the right to work in connection with la 
bor disputes. And I'm for that. I believe 
in it. But I believe just as strongly in any 
man’s right not to work Within the 
limits of basic public safety, and except 
for contracts freely entered into, I believe 
any man has the right to walk off the job 
if he doesn't like the job or the wage or 
the boss's face. If we want freedom, we 
have to want it soczally and politically and 


economically. 


Tt RE’S another thing I think we have 
to be actively and aggressively for—and 
that’s education. We have a country that 
is based on the individual. It is perfectly 
plain that if we are to have a good coun 
try, we must have good individuals. That 
means they must have knowledge. But 
more than that, it means they must have a 
strong sense of ethical and moral values 
They must be able to tell right from 
wrong. They must have convictions that 
will lead them to do right when it ts 
easier or safer or more attractive to do 
wrong. We must have people who are pre- 
pared to take responsibility, for freedom 
and personal responsibility cannot be 
separated. We must be capable of toler- 
ance and generosity. We must be pre- 
pared to contribute as well as to receive 
from others. 

Those are a few of the things that have 
been on my mind. They aren't new. But 
they are things we can do something 
about, in our towns, in our own  bust- 
nesses. They are things we can live by. I 
believe we have to live by them if we are 
to preserve the kind of country we want 

Social freedom, political freedom, eco- 
nomic freedom are responsibilities of 
cach one of us. They have to be taught to 
and believed in and, above all, acted on 
by every generation of Americans if they 
are to last. Can't we all be for them ? 








With one savage gesture, Wallingford swept the 
pile of papers from his desk. 

“Confound this confusion! I'd rather raise bees 
in Bali than keep books in Buffalo!” 

When he’d simmered down, I pointed out that 
even in a growing business, life can be simple 
“Take our Comptometcer Payroll! Plan,” I said 
“It not only saves moncy for the firm, it saves 
time for the boss.” 

Well, an hour later, old Wallingford was peacc 
ful as a closed mouth. 











“You mean I can save all those man-hours with 
such a simple plan? 


“You mean original postings yicld final results? 


“Man, tell me MORE!” said Wallingford. 
* 


\ Comptometer representative will gladly tell 
you how to simplify payroll procedure and 
slash costs doing it. Ask him to show you out 
new booklet, “Felt and ‘larrant’s Streamlined 
Payroll Plan.” 


ComPrTomMeETER 


REG. U.S. PAT. OFF 





ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Company, Chicago. and sold exclu- 
sively by its Comptometer Division, 1734 N. Paulina Street, Chicago 22, Illinois, 








Why and How J&L Steel Discusses Its 
Annual Report with Its Supervisors 


|* THE NOT too distant past it was against 
the general policy of industrial top 
management to to shareholders 
anything but the meager informa- 
concerning the operation of the 
properties in which they held an interest. 
Furthermore, the information given in an- 
nual reports was largely set forth in tech- 


disclose 
most 
tion 


nical form and language that only the 
initiated could understand 

As for giving out 
formation to employes, even to those re- 
for carrying managerial 
policies, such practice was followed by 


so-called vital in- 


sponsible out 
only a few corporations 

As a result of this policy, requirements 
and regulations of governmental commis- 
sions and bureaus have become more 
drastic and exacting, the loyalty of wage 
earners has been alienated, the attitude of 
labor unions is largely hostile, and even 
the public press has not been too sympa- 
thetic to the problems of industry 

It is only in the last few years that in- 
dustrial top management has been chang 
ing its policy in issuing annual and other 
reports which are 


reports to shareholders 
language the 


much more informative, in 
layman understands 

Moreover, many companies are sending 
specially prepared annual reports to their 
employes or are furnishing them copies 
of the report sent to shareholders. Many 
ompanies also have adopted the expedi 
ent of a monthly magazine to employes in 
which matters of corporate interest as well 
is items concerning employes and their 
families are printed 

Jones & Laughlin Steel Corporation 
of Pittsburgh, Pa., has for some time be 
lieved that its shareholders and employes 
are entitled to be kept intormed of its 
progress. Accordingly, the corporation in 
port to shareholders has been 
frank in giving them pertt 


its annual 
exceedin r| 
nent information concerning its Operations 
and the results of its activities. It has il 
charts and 


OMparative statist 


lustrated report with 


d has given 


or 
LTa 


phs ar 

cal tables over a 
This 

rn] 

proye 


The 


Magazine 


period of years 


is sent to each em 


port 


- 


a monthly 
employes, in which 


w10N also ssucs 


is featured an article by the president of 
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WALTER H. DUPKA, Vice President and Controller of Jones 


& Laughlin Steel Corporation, 


Pittsburgh, Pa., is shown con- 


ducting one of a series of meetings with J&L foremen to discuss 
the company’s annual report. Mr. Dupka is a national director 
of the Controllers Institute of America, a former national vice 
president as well as past president of the Pittsburgh Control. 


the corporation on a company subject of 
interest to all the employes. This maga- 
zine also contains cach month other in- 
formation 
safety notes, and special sections set aside 
for each plant in which are reported pro- 
motions, retirements and interesting pe f- 


such as production records, 


sonal incidents concerning employes and 
members of their families, illustrated with 
photographs. 

Periodical foremen’s meetings are held 
at which time the men are taken into the 
confidence of the management concerning 
policies, costs, profits, industrial relations, 
etc., which has resulted in a material up 
building of morale and better relationship 
with all employes 

For the past the Vice 
President and Controller of the corpora- 
tion, Walter H. Dupka (a national director 
Institute), 


several years 


ot the Controllers has con 
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ducted a series of meetings with the fore- 
men of cach of the larger operating units 
of the corporation in which is discussed 
the company’s annual report. Income and 
balance sheet statements, inventories, pro- 
duction, and 
distribution of stock ownership, and other 


salaries wages, dividends, 
information pertaining to the activities of 
the corporation as disclosed in the annual 
report are subjects taken up for discussion. 
From 15 to 20 meetings are required to 
cover the major plants of the corporation, 
the general othce, and other employes. 

To illustrate the discussions graphs, 
charts, and projector slides are shown. In 
addition, circular wooden discs approxi- 
mately three inches in diameter are used 
to illustrate money, each disc representing 
Thus 450 of these 
the distribu- 


one million dollars. 
discs were needed to show 
tion of the sales dollar. 


In discussing the income account, the 





relation of net income to sales and the 
per cent earned on investment are empha- 
sized to show that the popular idea that 
corporation's earnings are too large is un- 
founded. Salaries and wages paid to em- 
ployes are compared with dividends paid 
to shareholders to show again how wrong 
is the popular impression that the owners 
of a business get the greater part of the 
profits. The ratio of the total salaries of 
company officers to the total wages and 
salaries of other employes ts emphasized 
to correct again the popular idea that 
management gets too large a proportion 
of the corporation's income. 

A chart showing the wide distribution 
of the corporation’s stock among its share- 
holders is exhibited to disprove the popu 
lar notion that corporations are owned by 


WIRE-RECORDED TALKS TO EMPLOYES 


Dealing with what he considers one of the toughest labor- 
management problems of the mass production era the loss 
of the human touch as a company expands—General Robert 
Johnson has produced an unusual and interesting solution. 

In an effort to reach all present employes in a more per- 
sonal manner than he could through plant publications, 
General Johnson wire-recorded 44 short, informal talks, 


which were played at intervals to workers in various Johnson 
& Johnson plants. 

Given to small groups on company time, the talks, which 
were brief (five minutes), shared some of management's 
problems with employes—and the discussions they stimulated 


were considered their most valuable result. In each case a 
group leader or foreman made a short introduction; often 
an employe with particular experience with the subject would 
lead the discussion. 

The talks have been incorporated into a book called 


a few rich men—that 2 per cent of the 


population own 80 per cent of the wealth “Robert Johnson Talks It Over,” which has been distributed 


to all employes and stockholders. 


D rprec IATION and depletion are dis- 
cussed. The inadequacy of depreciation to 
cover present high replacement costs 1s 
explained, emphasizing the necessity of 
some relief in our present tax laws and 
regulations. In this connection the neces- 
sity of large corporate earnings to pro- 
vide funds for replacements and improve- 
ments is indicated to supplement inade- 
quate funds provided through deprecia- 
tion provisions. 

Various sections of the balance sheet 
are discussed--the necessity for large 
amounts of working capital; the fact that 
surplus or income retained in the business 
is not represented by cash but usually by 
machinery, bricks, and mortar; the neces- 
sity of reserves; an explanation of Lifo; 
the amount of investment per employe 
necessary to provide jobs; and other mat- 
ters of interest. 

Charts are presented showing the cor- 
poration’s production of raw, semi-fin- 
ished, and finished materials for the cur- 
rent year as compared with a number of 
previous years. 

During the discussion, time is allowed 
for questions and it is surprising to note 
the interest shown and the familiarity of 
the audience with the general subject of 
corporate activities. 

The discussions take approximately one 
hour and are given on corporation time 
to audiences numbering from 75 on the 
night shifts to as many as 250 on the first 


ROBERT D. GRAY FRANK WALLACE H. B. KIRKLAND 





VERNE BREITENBUCHER THOMAS L. EVANS HERBERT P. BUETOW 
Speaking at the 18th Annual National Meeting of the Controllers Institute, 
in San Francisco, September 25-28, are Robert D. Gray, Professor at Cali- 
der shih fornia Institute of Technology; Frank Wallace, of McKinsey & Co., Chicago; 
The corporation believes that these dis Dr. H. B. Kirkland, Associate Medical Director of The Prudential Insurance 
Company of America, Newark; Verne Breitenbucher, Vice President in 

charge of sales at M and M Wood Working Company, Portland; Thomas L. 
Evans, Treasurer of J. N. Adam & Company, Buffalo. Mr. Buetow, Treasurer 
of Minnesota Mining & Manufacturing Co., St. Paul, will be Chairman of 

the Monday afternoon session. 


cussions are worthwhile as they Rive the 
foremen and supervisors a better concep- 
tion of the information contained in the 
annual report and these men are thereby 
better qualified to counteract the false 
propaganda being broadcast today by ene 
mies of both capital and labor attempting 


to undermine belief in the free enterprise THE CONTROLLER 


system and the American way of life. 
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Uniformity of Accounts As an Aid 
to Budgetary Forecasting 


By George V. Fortune 


OD general of accounts as an aid to 
budgetary forecasting may be more 
defined, in part, from the data 
compiled by The Department of Manu- 
facture, Chamber of Commerce of the 
United States, dealing with Cost Systems, 


properly 


as follows: 


Uniform cost accounting Comprises a set 
ot principles and, in some cases, Of account- 
ing methods which when incorporated in the 
accounting systems of the individuals in an 
industry will resule in the obtaining of cost 
figures by the individual members of the in- 
dustry which will be on a comparable basis. 
Uniform cost accounting does not mean the 
preparation of average or standard cost fig- 
ures for the industry, nor the inclusion in 
costs of predetermined or fixed elements of 


cost, 


It is my belicf and my concern, based 
that budgetary forecasting 
component 


on experience 
is worthless unless the ele- 
ments of the budget are comparable with 
the accounting system and cost accounting 
principles of the enterprise 

Cost accounting and ack ounting systems 
have failed in the past and will continue 
to do so in the future because of lack of 
Persons who do not have 


awe of 


understanding 

a technical knowledge 

the problems and terms. This has often 
} 


stand in 
been true of executives and is accentuated 


when dealing with shop-hands. 
Management's conception of the profit 


angle, whether historical or forecasted, 
is definitely confused when in a given set 
cost 


factors a true 


has not been uniformly recorded in the 


of cost comparison 
accounts and not analyzed intelligently 
for management's use, for example: 

A company manufactures or processes 
like articles in two plants: Plant "A 
located in a metropolitan area, Plant “B” 
located in a rural district. Both plants are 
similarly equipped, except that Plant ‘"B” 
has certain by-product recovery machinery 
that is not Plant ‘‘A’’. The 
inventory cost of the product at the two 


common to 


plants (after deducting, for purposes of 
this example, unabsorbed labor and over- 
head burden) is developed for all intent 
and purposes on a uniform basis, as fol- 


lows: 


Plant “A” Plant “B” 

Unit Cost Unit Cost 

Production Cost $1.00 $ .20 
Less: Unabsorbed labor and 
overhead burden charged off 

currently to P&L 02 10 


Inventory Cost $ .98 10 


Plant “B’ 


cost; however, 


The inference here is that 
cost is 200 of Plant "A 
other considerations must be given. The 
following illustrates ‘Adjusted Cost for 


Comparison Purposes 


GEORGE V. FORTUNE is presently engaged as a free 
iance controller, specializing in control problems for man- 
agement of diversified business enterprises. His former as- 
sociations include foreign service with American Smelting 
and Refining Company; Treasurer and Comptroller with 
Standard Textile Products Company; Assistant Treasurer, 
Reynolds Metals Company; Comptroller, Elastic Stop Nut 
Corporation of America; Comptroller, Logansport Distilling 


Company, Inc 


He is a member of the National Association 


of Cost Accountants and the Controllers Institute of America. 
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Uniform practices will 
give balanced forecast 


Plant “A” Plant “B” 
Unit Cost Unit Cost 


Production Cost $1.00 $ .20 


Adjust for: 
By-product originally credited 
to costs on basis of selling 
prices for by-product rather 
than calculated cost of the by- 
product produced 

Adjusted for: 
Plant service departments ex- 
penses, not proportioned prop- 
erly in the case of Plant 
B” 


Adjusted Cost 


He NCE, Plant ‘'B” 
Plant ‘A’ costs, rather than 20%, before 
considering what Plant “A” cost should 
have been if that plant had by-product 
recovery machinery. In addition, it -is 
found that direct labor costs of both op 
erations per unit produced are equal, not 
withstanding rate differentials because of 
localities. Other so-called non-controllable 
costs are not comparable, and if manage- 
ment is to gauge the efficiency of ‘‘A’’ vs. 

B” they must receive similar analysis in 
the interest of uniformity before a situa 
tion of this kind could be used for pur- 
poses of budget forecasting. 

If, as in the case illustrated, the hts- 
toric cost of product produced by Plant 
‘A’ and “'B” of $1.00 and $.20, respec- 
tively, were used as a basis for determin 
ing budgeted ‘Manufacturing Cost’ and 

Cost of Sales,” it is readily observed 
that Plant “B’ costs would have been 


understated by 73: 


.76 .20 E> Je 
.76 


costs are 76% of 


73% 


When this same crror is carried over 
in terms of gross factory profits, a quick 
calculation will indicate that gross factory 
profit in the case of Plant “"B” operations 
is 80% of Sales Dollar ($1.00) on the 
basis of a $.20 and 24% of 
dollar on the basis of $.76 cost; however, 
the decrease in profit margin between the 


70%: 


cost sales 


two 1S 
.80 .24 56 


70% 
.80 c 


Definition 
Every company engaged in production 
should have an accounting system of 








some kind. Brevity rules in some cases, 
and in others a complete record of trans- 
actions is maintained through the system. 
Where a system is maintained, it is es- 
sential that an index or record of accounts 
be kept for the use of persons employed 
in making it work. The term ‘Chart of 
Accounts” has been applied to the listing 
of accounts used with account numbers 
or symbols, separately or combined, and 
with or without explanatory instructions. 

Preparation of a chart of accounts and 
of a budget requires a thorough knowl- 
edge of the business. Familiarity with 
terms common to the business is essential, 
as accounts with these terms may be re- 
quired, 

I believe everyone is familiar with the 
broad inclusions for a chart of accounts 
but for the record they are repeated here: 


Related to Accounts Related to 
Sheet Propt and Lo 


Accounts 


the Balance 


Income 
Sales 


Assets 
Current 
Capital 
Other 
Deferred 


Interest 

Other 
Expenditures 

Administrative 

General Expenses 

Selling Expenses 

Manufacturing 


Liabilities Expenses 
Current 
Capital 
Deterred Expenses 
Reserves 

Depreciation 

Sinking Fund 

Other 
Capital Stock 


Surplus 


as they appear in 
profit and 


Summary accounts, 
the balance and 
statement, of necessity must be included 
: summary 


sheet loss 


in a chart of accounts. These 
accounts are supported by numerous de 
tailed accounts which are closed out be 
fore the preparation of financial  state- 
ments. 

I subscribe to the practice that the 
proper way to prepare a chart of accounts 
is to prepare proforma copies of the bal- 
ance sheet and profit and loss statement 
in such form as to portray the financial 


business in accordance 


activities of the 
with good accounting practice and in line 
with management desires, deci 
sions, and concepts. 

What has been said here likewise ap- 


budget Ss. 


proper 


plies to the preparation of 
Budgets cannot be developed properly 
and intelligently unless the assembly of 
the budget data follows the principles 
and concepts by which uniformity of ac- 


counts is maintained 


Budget Requirements 
Today in business and industrial op- 
erations the preparation and administra- 
tion of a budget calls for the services, 
counsel, and actions of many €x¢ utors 
financial, sales, and production. Yet any 





budget, when completed, is expressed in 
accounting terms, its operation is com- 
pared, analyzed, and interpreted by ac- 
counting methods, and, at every step in 
its preparation and operation, accounting 
technique and experience are required. 

Prior Sinclair in his text, “Budgeting, 

recites certain requirements that must be 
satisfied and a few essentials that must 
be provided for the successful operation 
of a budget plan. In general there must 
be: 

1. An accountable business organiza- 
tion in which authority and re- 
sponsibility are properly defined 
and developed. 

Clearly defined business policy. 
An adequate supply of accurate in- 
formation and pertinent data for 


DAM CONFUSION HERE 


Competition between the Bureau 
of Reclamation and the Army En- 
gineers in dam-planning brought an 
exciting dead heat. They both 
made independent surveys for a 
dam on the Snake River. The dams 
on paper were practically twins, 
the selected sites were only two 
miles apart, and the surveys were 
made public on the same day. Toss- 
ing a coin for the job would have 
saved the taxpayers about a quar- 
ter of a million dollars—the esti- 
mated cost of each survey. 


—'TAX OUTLOOK 


the purpose of preparing the 
budget estimates. 

A definite plan for the administra- 
tion of the budget after it is set 
up. 

A well-devised and complete gen- 
eral accounting system to furnish 
dasic information and to prepare 
period-to-perod comparisons and 
performances. 

An adequate cost accounting sys- 
tem controlled by the general books 
of account. 

An accounting classification of the 
general ledger and of the cost and 
other subsidiary ledgers to be used 
in classifying the budget estimate. 
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Perpetual inventory records of 
stores, raw materials, work-in- 
process, finished goods, and plant 
equipment. 

A schedule of the regular weekly 
or monthly reports and depart- 
mental expenses and monthly fi- 
nancial statements. 


The foregoing requirements develop 
comprehension of the budget plan and 
program by coordination of the activities 
of the several departments of a business 
ente rprise: 


e use of carefully pre 
production, 


Anancimneg, 


pared forecasts of Sales, 


purchasing, 


idvertising, 
the establishment of programs 

? } ; , . : 
and schedules which are made the 
of operations for the 


/ 
of a business through- 


pariments 


severat 


the ensuing budgeted period 
iting up standards of perform- 
» check the 


achhal 


whick 


ti 
f 
{aimed bY each deparimenti 


the business as a 


Tests of Uniformity 


illustration previously discussed, 


The 
while appearing insignificant in character, 
sample of the criterion of the prin 


ciples to be followed in the formation of 


Is a 


1 uniform chart of accounts and account 
ing practices and the development of 
financial and operating budgets. 

I have had rather unusual experience 
with various companies engaged in some 
what complex business enterprises ot 
tor the redesign of 


accounts, establishment of uni- 


being responsible 
chart of 
form accounting practices, which together 


with other managerial tools served to 
develop financial and operating budgets 
from ‘‘scratch.’ 

The task of coupling this with un- 
predictable selling price trends, while the 
company was temporarily dependent for 
working capital upon bank loans or other- 
wise in a somewhat ditficult financial con- 
dition, has not been 


The principle involved, however, is not 


an Casy onc 


primarily the perfecting of plans for in- 
creasing the sales or in regulating opera 
tions; it 1s More one Of estimating Care 
fully the volume and character of the 
operations of the business for the period 
under consideration Proper weight mus: 
be given to the unfavorable as well as 
the favorable factors. The probable eco 
nomic condition during the subsequent 
period and its effect upon the affairs ot 
the enterprise must be taken into con- 
sideration 

It was necessary with respect to one 
particular problem to make the following 


observation 
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In the interest of comparisons and in 
order that continuity is obtained in pre- 
senting the forecast, the sales quota ts 
related to the company’s estimated posi 
tion as of ‘blank date’ and protracted 
from that date for a period of twelve 
(12) assumption that 
this hold for a 
five (5) year period, the company’s fi- 


months. On _ the 
same sales volume will 
nancial position and bank loan indebted- 
ness, at the end of the five years, is also 
developed. For convenience in presenta- 
tion, all forecasts have been developed 
on a cash rather than an accrual 
basis, which means that bank loans would 
months 
lead 


basis, 


advance of the 
manufacturing 


be required in 
stated to allow for 
time, payment of excise taxes, €fc., pre- 
paratory to the shipment of the merchan- 
dise and the realization of cash from sales 
for working capital purposes 

It was also found that from the profit 
and loss forecast that estimated profits 
after all charges, including income taxes, 
amounted to approximately 5% of net 
Borrowing 


sales requirements on an 


average outstanding basis were approxi 
mately 25° of net sales 

At first glance it would appear that 
five years 


net profits of 3% per year tor 


(5% x 5 25%) would accumulate 


suthciently to provide completely for the 
retirement of the loan arrangement within 
and by the end of the five-year period 
However, excise tax requirements were 
75% of net value, and forward 
working capital requirements for this pur- 
pose were 40% of the proposed financing 
when applied to 
permitted only 
for the 


sales 


arrangement, which, 


profits for the period 
60% of the profits 
retirement of the loan 

The scope of the subject 1s manifold, 


as available 


ind some slight evidence of this is that 
N.A.C.A. alone has published more than 
100 papers on the subject of budgeting. 
that account- 
uniform 
budgets 


where uniform 
definite and 
established, 


| believe 
ing practices are 
hart of accounts 


should of necessity cease to be 


T) 


ind become 


ed Forecast 
precast differs from the 
that the 


pronit 


results of 
and loss state 
riods budgeted are Car 
ited balance sheet con 


enterprise. This in turn 
omparisons and relationships, 
fashion 


operations 


ther, in a similar 


ompare results of 1¢ 
and 


balance sheet 


losed by the 


ind loss statement for any period 
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CHART SHOWING RELATIONSHIP OF FACTORS AFFECTING RETURN ON INVESTMENTS 


—fMatenaise Suppl ies 


PLUS 


+ Finished Product | 


PLUS 





Working Capital 44 





nts Receivable 





a At 
Permanent | PLUS 


Investment 








Miscellaneous 








Freight & Delivery 





Cost of Sales = ie 





The National Industrial Conference 
Board, in discussing these relationships, 
offers a chart used in the budget practice 
of a large, successful company which its 


reduced to the basic formula of : 
R TxP 

or Return on Investment eguals Turn- 

Percentage of Profit on 


from which we are able to develop 


limies lhe 


the following calculations 


1. Turnover is stated as being Gross 
Sales divided by Total Investment. 
Total Investment is stated as being 
the sum of Working Capital plus 
Investments. 

3. Working Capital is stated as being 
the sum of Material and Supplies 
plus Finished Product plus Ac- 
counts Receivable-Trade. 
© Profit on Sales is stated as 
being Net Receipts divided by 
Gross Sales. 

Turnover is then multiplied by the 
© Profit on Sales. 

6. Net Receipts is stated as being 
Gross Sales minus Cost of Sales. 

. Cost of Sales is stated as being 
Freight & Delivery plus Selling 
Expense plus Mill Cost of Sales 
plus Administrative Expense. 


Although the forth in the 
vart are well known, this company be 
that 


result 


facts set 


lieved it was well to be reminded 
(1) 


of turnover multiplied by the percentage 
of profit on sales, and (2) that turnover 


return on investment ts_ the 
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is based on total investment, not alone on 
finished stock, total stock, or even total 
working capital. The budgeted return on 
investment ts the figure that aids the execu- 
tive in safeguarding the dividends on 
capital stock 

The figures to be used for permanent 
investment are those prior to depreciation 
otherwise the decreasing amount each 
year would fictitiously increase the turn- 
over rate 

It does not follow that the percentage 
of profit—gross, operating, and net—to 
sales should be ignored in budgeting. On 
the contrary, it should also be used for 
comparative purposes; likewise, the per- 


centage of expense to sales.’ 


Anp finally we reach the point, ‘Tests 
of Uniformity Applied—Accounts vs. 
Budget,”” and that is, if the preparation 
of the budgets do not conform to the 
identical make-up of the accounts as they 
are treated to record actual operating re 
sults, we might just as well abandon 
hope of perfecting serviceable budgets as 
tools for management. 

Personally I do not despair so easily 
but when such a condition is evident, it 
is usually found that what purports to be 
a uniform accounting system and chart 
of accounts is in reality a hodge-podge, 
budget estimates have been 
account 


or in reverse 
prepared without 
classification or account. 


regard for 


To give a few examples of this sort: 
1. It is not uncommon to find certain 
deductions from gross sales accounts 
carried in the accounts as miscel- 





laneous charges against income, 
whereas sales budgets have been 
quite properly computed on a net 
sales basis after all deductions have 
been estimated. 

Purchase discounts treated in the ac- 
counts as a miscellaneous income 
item, whereas purchased materials 
in computing cost of sales for 
budget purposes have given effect to 
an estimated net cost after dis- 
counts, etc. 

Failure to consider the fundamental 
accounting principles in budgeting 
with respect to accruals, deferred 
charges, and the like, and the effect 
of these in relation to cash fore- 
casts vs. these same accounting prin- 
ciples that are generally recognized 
in a set of books or accounts. 

A total disregard for labor classifi- 
cations as between: 


Direct 

Indirect 

Maintenance 

Service 

Other Direct Payroll Expense 
Elements 

and many others. 


Outline of Procedure 

I have previously mentioned that the 
proper way to prepare a chart of accounts 
is to prepare proforma copies of the bal- 
ance sheet and profit and loss statement 
in such form as to portray in accordance 
with good accounting practice the finan- 
cial activities of the business in line with 
proper management decisions, 
and concepts. 

The task is rather simple when dealing 
with one plant of a company whose 
products are not diversified or burdened 
with complex or scientific manufacturing 


de sires, 


processes. 

Complications arise when a concern ts 
national or international in scope with 
many plants, multi-type processes, diver- 
sification of products, either allied or 
non-allied in nature. 

Sales and merchandising methods and 
policies must be taken into considera- 
tion. Does the company sell through 
agents or maintain its own sales force? 
Does the company limit geographical dis- 
tribution or are branch sales offices scat- 
tered throughout the country? And, of 
course, there are many other considera- 
tions. 

Regardless of the complexity of opera 
tions, the principle of a simplified set-up 
should govern along the lines of the fol- 
lowing formula: 


1. That each operation, or series of 
Operations at each location, be re- 
duced in terms of elements as they 
would appear in a profit and _ loss 
statement. 

That each element be broken down 
in turn by summary elements. 





That each summary element be uni- 
form in description and be compar- 
able with similar operations at other 
locations. 

That, if such summary elements are 
not uniform, then such exceptions 
to the rule as may be necessary must 
be fully provided for and in a rec- 
ognizable form for easy and inter- 
pretive analysis. 

That labor classifications definitely 
distinguish between: 


Direct Labor 
Indirect Labor 
Service Labor 
Maintenance Labor, etc. 


and that this group or detail also 
include provision for what are com 
monly known as charges or expenses 
directly related to payrolls such as 
Overtime Premium 
Supper Money Allowances 
Payroll Taxes 
Liability & Compensation Insut 
ance Premiums, etc. 
definitely 
materials 


That material accounts 
segregate raw and bulk 
from component parts or assemblies, 
ek 

That service expense and sundry 
expense follow a_ well 
divided pattern and be distinguish 
able from 

Fixed Charges, such as: 


charges 


Depreciation 

Rent 

Real Estate Taxes 
Personal Property Taxes 
Insurance, General 


Leaschold Improvements, 
Amortized 

Leaschold Improvements, 
Charged Off Directly 

Others 


As you well know, there is no set rule 
for the development of uniform accounts. 
To perfect such a chart, applicable to di- 
versified operations and conditions, re- 
quires unlimited analysis and tests. 

I have taken considerable aid from a 
that answers to 


definite questions, such as: 


que stionnaire requires 


1. Direct Labor 
d Does 


wages 


contain all 

pro- 
ductive departments? If not, ex- 
plain how charged 

b. Is this account charged with all 
wages rates for all labor 
in direct production service de- 
partments? For example: 


Tool Room 

Machine Repair 

Tool Grinding 
Electrical Maintenance 
Building Maintenance 
Et 


If not, explain. 


this 
at base 


account 
rates for all 


at base 


Labor 
Is this account charged for all wages 
at base rates for tool crib attendants, 


Indirect 


material handlers, cleaners, porters, 
and other non-productive labor not 
otherwise provided for ? 


Indirect Labor Non-Productive De- 


parimient 


Is this account charged for all wages 





GOVERNMENT BUYERS SEEK PRICE CUTS 
If your firm ts selling to purchasing agents of state, county, 
or city bodies it undoubtedly notes a growing trend among 
such purchasing departments to require venders to give 


municipal or governmental buyers the same price reductions 


extended to industrial buyers on purchased items. This 


trend was revealed in a report recently released by the Na- 
tional Institute of Governmental Purchasing, Inc., Wash- 
ington, D.C., which found that by now six out of fourteen 


purchasing departments are adopting standard ‘price in- 


crease-decrease’”’ clauses. Corporate controllers and financial 


officers who have long clamored for more businesslike ad- 


ministration within the government will undoubtedly look 


upon this development with favor even though the sales 


managers may do some head-scratching. 
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UNIFORMITY NEEDED IN GOVERNMENT STATISTICS 


When the Hoover Commission on the Organization of the 
Executive Branch of the Government decided to study the 
statistical agencies of the Federal Government it turned to the 
National Bureau of Economic Research for “Task Force” op- 
erations. Now that the Hoover Commission reports have been 
rather widely publicized, it is interesting to read the book 
newly published by the Bureau, “The Statistical Agencies of 
the Federal Government” ($2.00), which constitutes the re- 
port to the Hoover Commission as developed by Frederick C. 
Mills of Columbia University and Clarence E. Long of Johns 
Hopkins University with the aid of the Research Staff of the 
N.B.E.R. 

The statistical activities of the civilian agencies of the Fed- 
eral Government now occupy over 10,500 workers in 50 dif- 
ferent civilian agencies at a cost of about $43 million a year. 
No other country in the world, it is pointed out, is as well 
served with statistical records as is ours, and Professors Mills 
and Long stress the positive accomplishments of the federal 
statistical agencies, at the same time recognizing their numer- 
ous shortcomings and deficiencies. 

In its review of government statistical operation, “Fortune” 
noted that the prime faults found by the Hoover Commission 
with the gathering and reporting of government statistics 
were these: lack of standard concepts, definitions, and classifi- 
cations, poorly trained personnel, incomplete coordination, 
overlapping functions, jurisdictional conflicts, lack of com- 
parability, conflicts between reports, faulty coverage in certain 
areas, excessive detail in reporting, and delay in publication. 

The Hoover Committee’s recommendation was this: Let 
the Office of the Budget’s Division of Statistical Standards be 
empowered to coordinate all government statistical services. 

Being on the receiving end of many governmental requests 
for statistics, controllers have long been interested in this 
work as evidenced by the participation of the Controllers In- 
stitute, together with other business organizations, in the 
work of the Advisory Council on Federal Reports. 





ot receiving 


shipp 


ifeteri. 


department _ helpers, Clerical 
ing department helpers, guards, 


1 employes, janitors, char 


Is this account charged with salaries 


women and porters, chauffeurs and 
} 


heipers, CxXpec 
! ate t 


diters and dispatchers, 

nurses, Messengers, etc. % 

Super 

What 1 he make up of this ac 

ount s it charged with the sal- 
inistrative and executive 

ployes il d their sec- 

h salaries and wages 


foreman and department 


Wage account 


group leaders 


on productive 
work 
when on non-pro- 
ductive work 7 
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and wages of all stenographers 
clerks in all productive and non- 
productive departments ? Where are 
salaries of engineers, draftsmen, ex- 
pediters, office employes, — etc., 


charged ? 


Set-Up Time 

How charged in labor accounts? Is 
time of all set-up men and all de 
partmental repairmen so charged 
when making minor repairs and ad- 
justments to machines within a de- 
partment f 


Tramee W 


How handled? To regular labor a 


counts? To separate accounts for 


trainee labor ? 


SEPTEMBER, 1949 





424 


This pattern attempts to illustrate the 
exhaustive search necessary in the in- 
terest of uniformity. From these basic 
developments it is possible to proceed 
with the issuance of interpretive and in- 
structive bulletins toward definite pro- 


¢ edures. 


Onc E the pattern of uniform accounts 
is established, it is necessary that they be 
polished, that definitions of account con- 
tent be clear and written in understand- 
able accounting language. Try to refrain 
from being too technical. We must re 
member that account content, for the 
£reater patt, has its beginning in the time 
othice and from time cards and payroll 
distribution analysis. Time clerks and an- 
alysis clerks are not accountants and con- 
trollers! Keep it simple, if possible! 

Policing, changes, additions, or modi- 
fications must have the authority of one 
individual, preferably a staff assistant to 
the controller, treasurer, or other finan 
cial and accounting officer who from ex- 
perience and knowledge can call the shots, 
stay within the realm of the major group- 
ing of accounts, and be of a frame of 
mind that it is better to add an account in 
the interest of clarity, rather than permit 
the charge to be dumped in an existing 
account which will create exceptions to 
the entire pattern and of necessity cause 
further analysis and explanation. 


Summarization 


Uniform accounting comprises a set 
of principles and accounting meth- 
ods which, when incorporated in 
the accounting system of one plant 
or operation, will be on a compar- 
able basis with another plant or 
operation. 

This requirement for an accounting 
system is likewise a “must” for 
budget forecasts. 

Budget requirements and objectives 
call for the services, counsel, and ac- 
tion of many executives—financial, 
sales, production, etc. 

The expression of a budget is in ac- 
counting terms, its ope ration ts com- 
pared, analyzed, and interpreted by 
accounting methods, technique, and 
experience. 

Test the uniformity of the composi- 
tion of budgets. Are they the un 
balanced forecast or the balanced 
forecast? If unbalanced, have all 
precautions been taken to insure 
against error in the development of 
non-cash and accrual forms of tore 
casted income or expense. 
Uniformity of account content 
Directives, instructions, and proce 
dures to insure continuance of uni 
formity. 

Special attention to exceptions and 
valid reasons for same. 








Setting a Pattern for Procedures Analysis 
By G. 0. Echley 


|" IS MY conviction that a procedures 
problem is susceptible of solution by the 
same methods as any other kind of prob- 
generally speaking, by the applica- 
well established rules of correct 


lem 
tion of 
reasoning of which we should note two 
or three that are particularly important. 

First of all, generalization must be 
avoided. That is, a particular case should 
not be taken as typical if it isn’t truly 
representative 

Secondly, we should avoid opinions; 
we should establish the facts. I am sure 
that many of us can cite instances in which 
statements were made as fact when investi- 
gation or examination would reveal that 
they were merely somebody's opinion. 

Lastly, we should avoid casual observa- 
tion. If we are going to deal with facts 
all the data must be subjected to close 
scrutiny; we cannot be. satisfied with 
merely an overall view; we must know 
exactly what the circumstances are. 

The basic steps In a procedures assign- 
ment would undoubtedly be set up differ- 
ently by different authorities. For our 
purposes I believe we can look upon the 
entire assignment as being comprised of : 


) 
of present procedures. 


data for development of 


1. Surve) 

2. Analysis of 
possthle improvements. 

3. Acceptance of a solution and installa- 
tion of the new procedure. 
Pe ViIOdle Vetl of the procedure after 
Mt } ads he ¢ 7nN stalle d. 


It might be well to mention also that 
the term procedure as it is used here covers 
more than a single operation. For ex- 
ample, it might be the entire set of rou- 
tines required to complete all the opera 
tions for Payroll which would begin with 
the daily time cards and end with the 
preparation of the payroll register and 
paychecks. This is not the same as what 
might be considered a routine (which 
could encompass only one phase of the 
procedure) or an operation (which is 
merely a single process in the entire ac- 
tivity) 

In this discussion our attention will be 
devoted to only one step of the entire pro- 
cedures assignment, and that step is the 
analysis of data. To a certain extent this 
step might also seem like a fact-gathering 
one because close analysis will invariably 
reveal the need for additional facts. How- 


ever, a lack of clear-cut distinctions will 


not confuse us on the main point In any 
case the analysis must be carried out very 
thoroughly because a complete under- 
standing of all the facts and all the reasons 
for certain things being done is necessary 
for an intelligent decision on possible 
changes 

Now, analysis is used here literally 
that is, I regard it as the process of divid 
ing something into its parts in order to be 
able to look at each part separately and 
see what I can learn about it. 

I know that in some cases analysis is 
also used to include syntheses or recasting 
a procedure after it has once been taken 
apart. This is evident from the work of 
many who have the word avalyst as part 
of their job title. Here, however, we are 
using analysis in a more limited sense 

According to my observations, the tech 
nique of procedures analysis is not too 
well formalized. To a large extent the 
process ot analysis has been left up to the 
imagination and natural curiosity of the 
analyst. It would seem, however, that the 
technique could be set up in some form or 
pattern which would enable us to obtain 
a reasonably thorough analysis regardless 
of the differing qualifications of the ana- 
lysts 

Therefore I propose that a pattern for 
analysis be established to augment the 
efforts of those who are naturally analyti 
cal, to give support to those who are not 


A checklist technique will assure 
uniformity regardless of analyst 


so curious, and to achieve uniformity and 
comprehensiveness in the coverage of the 
data. The pattern that I have in mind is 
nothing more nor less than the homely de 


vice known as a check-list. 


Tuis check-list, of course, cannot be 
made comprehensive enough to cover all 
the things that ke examined in 


every company, nor can it be made pointed 


should 


enough from mj experience to cover the 
things that should be examined in your 
particular situation. It is intended only 
to suggest a mode of inquiry that could 
be followed. It is given here merely to 
stimulate ideas on what might be devel- 
oped for your own particular purposes. 
Nevertheless I believe it bears out what 
I said in the beginning about straight 
thinking: The check-list will help to 
woid generalizations, opinions, and casual 


» 


Reports 

Since reports are usually the final aim 
of all clerical or record-keeping activities, 
I would therefore question thoroughly all 
the reports prepared and issued by any 
group 

A first attack might be: Has the neces- 
‘ty for each of these rep ris been tested 
by temporary omissions? It is well known 
that in some instances a report may not be 


G. O. ECKLEY, Assistant Comptroller of United Air Lines, 
Chicago, has been in the accounting field for 20 years, the 
past 10 directly concerned with accounting procedures and 
systems. Special lecturer in management at the Evening 
School of Commerce of DePaul University, of which he is a 
graduate, Mr. Eckley has spoken before many professional 
associations such as the National Association of Cost Ac- 
countants, Systems and Procedures Association, and the 


Controllers Institute of America, before whose Twin Cities 
Control he delivered the address which is digested here. 
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issued for several months before one of 
the recipients discovers that he doesn’t 
have it 

If reports cannot be eliminated, we 
might ascertain whether any of them can 
be combined. Very often the same infor- 
mation may be repeated in several differ- 
ent reports and sometimes it 1s possible to 
combine a number of reports into one by 
covering all the major requirements of 
each person who has received a separate 
report, thereby reducing the work of 
preparation 


Ax THER question ts this: Is the degree 


f accuracy eradone SF SE Tg od? In 


many cases 2 report is desired merely for 


the indication of general trends, and may 
not require absolute accuracy down to the 
last dollar. On the other hand, if a re- 
port is being turned out that does justify 
absolute accuracy all attempts should be 
made to see that it is accurate and that it 
ties in with the figures in the general 
records 

I would also question the frequency of 


the reporting. It is my feeling that in ac- 
counting we have become wedded to the 
calendar month as a_ reporting period, 
which very often is not satisfactory for 
operating purposes. For example: A stock 
control report designed for use by a store's 
department might very well be needed on 
a weckly basis; conversely, a commitment 
report for the director of purchases might 
serve the purpose just as well if it ts issued 
on a quarterly basis. Recognizing these 
periodic needs means that accounting data 
will better serve the purposes of others. 

Finally, | would always inquire into the 
cost of a report. Too often we do not take 
note of the manpower and machine costs 
because we have become accustomed to the 
idea of preparing whatever is requested 
without questioning the cost. Very often 
the person who requests information 
would reconsider immediately if he knew 
the amount of expense involved. 


Records 
Regarding records I would ask: Do the 
records supplement or duplicate the gen- 


eral records? If they duplicate the general 





“NATIONAL EMERGENCY” RULES ON FILING 
RECORDS HELD COSTLY TO FIRMS 


Continuance of the wartime national emergency as it per- 


THE CONTROLLER 


tains to old government contracts is costing U. S. companies 
hundreds of thousands of dollars because it is forcing them 
to file and store “tons of obsolete records,” says a Westing- 
house Electric Corporation executive. 

R. C. Neaidengard, a director of Westinghouse’s office 
methods at Pittsburgh, who recently addressed the Bridge- 
port Control of the Controllers Institute of America, said his 
company had appealed to the government to end the national 
emergency “insofar as it affects old wartime contracts.” If 
this is not done, he asserted, Westinghouse will “reach the 
paradoxical postion of having to consider new warehouses 
to store records that are good and dead to all intents and 
purposes. 

Mr. Neaidengard stated that Westinghouse has stored 
“some 125,000 cartons of records applying to government 
contracts which cannot be destroyed until a fixed period after 
the expiration of the present national emergency.” Those 
sheets of paper, he said, ‘would reach more than four times 
around the earth at the Equator.” 

Mr. Neaidengard also said Westinghouse has set “flow 
schedules” and specific retention periods for all letters, orders, 
forms, and other papers. This, he said, is saving the company 
more than a quarter of a million dollars annually in rental of 
floor space, reduction of high cost files and clerical effort 
needed to find old records. He added that in the last six years 
it has enabled Westinghouse to destroy more than 120 car- 
loads of records and move 300 more carloads from company 
plants and offices to the central archives, “where they will be 
maintained or destroyed depending on legal and policy re- 


quirements.” 
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records, why? If they are supplementary, 
are they used for periodic reports? Are 
the records maintained just in case some- 
one asks for information? 

The purpose of such questions is to sub- 
stantiate the necessity and desirability of 
maintaining records which tie in with gen- 
eral records and which are used for essen- 
tial reports. In some cases it may be found 
that a record is maintained merely because 
once upon a time some official requested 
data not immediately available and as a 
consequence the head of that activity felt 
embarrassed. It is possible that such re- 
quests are handed down only once in a 
long time and whoever has requested the 
information would be willing to allow 
time to assemble the data if he knew the 
circumstances. 

I believe that, on the whole, top man- 
agement realizes that many of the things 
they ask for cannot be obtained with to- 
day's systems by merely opening up a book 
and examining a column of figures. They 
realize that extraordinary requests can be 
met only by expending some time and ef- 
tort. 

The questions regarding elimination and 
combination applied to reports can also be 
applied to records. And finally, the cost 
of maintaining the records is always worth 
knowing. It may be that the cost of pre- 
paring a report is small, but the cost of 
maintaining the records necessary for pre- 
paring the report is out of reason. Whether 
it is or not should be known. 


Policies 


As far as policies are concerned, I 
would seek answers to these questions: 
What specific policies must be observed in 


Who is resp nsitble for 


th pro y 
is procedure. | 


defining poli tes? 

Too often a procedure is justified on the 
ground that “it is policy.” I think that it 
should be determined whether or not this 
is a sound and valid argument. “Policy” 
is very often offered as a glib defense of 
what is being done. It is an easy defense. 
It is an impregnable defense if the analyst 
does not go behind the scenes and find out 
whether st 7s policy. 

By going behind the scenes I refer to 
the action of interviewing the person sup- 
posed to be responsible for the policy and 
determining from that person whether it 
is still to be followed. This brings up an- 
other question: Are the policies in tune 
with present problems? Also, are these 
policies written? It may be found that a 
policy established a few years ago is out of 
place under present conditions. However, 
if the policy is justified, then I would 
argue that it should be in written form. 


Productivity 


Since productivity is one of the major 
concerns since the war, certain facts should 
be uncovered regarding the productiveness 
of workers by such questions as these: 
What yardsticks are in use for measure- 








ment of productivity of u orkers? Does 
the supervisor keep records on production 
or volume of work? 

If there are no bases for measurement 
of productivity or if the supervisor has no 
records of the volume of work produced, 
the establishment of some sort of yardstick 
should be considered. 

Too often productivity is judged by ob- 
servation, and many of us know from ex- 
perience that certain types of workers can 
create the impression of being extremely 
industrious while others may appear to be 
taking things easy. But the first type may 
be only 50 per cent efficient while the 
other type may be accomplishing what 
could reasonably be expected for a day's 
work. 

If productivity appears to be low, the 
following questions should be answered: 
Are directly producing employes idle a 
times because of irregularities in the flou 
of work? Is there necessity for backtrack- 
ing and extra handling? 1s low productiv- 
ity due to the grade of employes procur- 
able under existing job classifications and 
salary scales? 

On the other hand, if productivity 
seems to be reasonably high the accuracy 
of the work performed might be exam- 
ined. Obviously, the completion of a large 
volume of work that contains numerous 
errors is not accomplishing any more than 
(and probably not so much as) a smaller 
volume of work accurately done. 

As a final question on this point we 
should find out whether the supervision ts 
capable. In other words, is the supervision 
of a caliber which commands respect and 
leads employes to understand that a nor- 
mal day's work ts expected ? 


Costs 


The ultimate measure of the effective 
ness of a procedure or activity is the cost 
of that activity compared with the results 
produced In this connection the follow- 
ing questions might be raised: Does the 
iMpervisor prepare or 1s he furnished u ith 
expense figures regularly? MW hat is the 
total cost of this procedure imeluding la- 
plies, equipme nt, and space? 


In other words, has the supervisor any 
idea of what his operations mean to the 
company in terms of expense ? Obviously, 
if such information is not known it could 
hardly be expected that effective and eth- 
cient procedures were of prime considera- 


hor, ‘wp 


tion. 

To make direct application of expense 
data, inquiry should be made into unit 
costs. Have expenses been translated into 
cost per unit of work ? What has been the 
trend in unit cost? A supervisor may be 
carefully watching the total cost of his 
activity and yet if there are no yardsticks 
for measurement of volume, it is impos 
sible to tell whether efficiency is going 
up or going down. This can be determined 
only through unit-costs, or cost per unit 
of work produced. 


POST OFFICE NOTICE 
WANTED—CORRECT ADDRESS 


Are you getting your issue of THE CONTROLLER on time— 


and in shape? 


To ensure this we need your correct current address, and 
ask that you notify us promptly of any change. 

Lately we have had a number of magazines returned to us, 
in somewhat battered condition from their round trip in the 


mails. 


If you suspect your copy has been among them, please give 
us your correct mailing address immediately on Form 22-S, a 
postcard now available from your postmaster for this purpose. 

Keep us up to date—to keep your CONTROLLER up to 


date! 





If the measures to determine unit-cost 
are already established, then the trend in 
unit-cost should be examined. If it is in- 
creasing it may be due to increased ex- 
penses or a decrease in volume. In either 
casé an examination should be made to de- 
termine just how the 
brought back into line. 


unit-cost can be 


Scheduling 


In the abstract sense, any procedure is 
a mechanism. All the parts must function 
in time with one another. Therefore it 
should be determined whether t/mng is 
faulty 

Are the activities or Operations in one 
area affected by delays in other routines ? 
Are delays under this procedure causing 
dithculty with the others? What are the 
factors that cause delays ? Is it equipment ? 
Space arrangement? Low productivity ? 
Finally, is there a definite work schedule ? 
Do the people know the dates and time of 
day when certain elements of work are to 
be completed? If there is a schedule, is 


it in tangible form ? 


Working Organization 


Perhaps some procedural faults may be 
caused by the working arrangement. To 
be sure on this point questions should be 
directed at the way the operations are as 
signed to the workers. 

Is it better to organize the workers as 
groups of specialists or in units? Are ir- 
regular transactions or special cases al- 
lowed to remain in the regular work 
flow? Are there enough irregularities to 
impede the flow of work? Should a spe 
cialist be assigned to handle the special 
cases so that the flow of regular work is 
not impeded ? 


Methods 


An examination of the methods used 
is nothing more or less than the applica 


tion of procedures analysis and synthesis 
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at the level of job operations, and the 
formula for the examination is pretty 
generally established and accepted. It in 
volves getting all the facts, questioning 
all the details, and developing improve- 
ments 

In the first step the emphasis is on get- 
ting the facts. The second step involves 
analysis with emphasis on penetration. In 
the third step nonessentials are eliminated, 
essentials are combined and simplified. 

This procedure of examination should 
be carried through for each significant 
operation required in the overall pro- 


ies dure 
Physical Facilities 


Every procedure will be atfected to 
and sometimes faulty pro- 
by forms, equip- 


some extent 
cedures will be caused 
ment and machines, and the layout of the 
space. Each of these is a separate and ex- 
tensive field of study in itself, but knowl- 
edge of what can be done for most ef- 
ficient utilization will through 
experience and the use of common sense. 

The physical factors are mentioned here 
mainly as a reminder that no procedural 
analysis would be complete without some 
attention being called to them 


come 


As I mentioned in the beginning, this 
discussion is not presumed to be all- 
inclusive nor has it been presented as an 
inflexible formula. An attempt has been 
made to emphasize the need for facts 
which go deeper than the mere surface 
steps in a procedure. In mv opinion, facts 
are the key which unlocks the door to 
improvements. However, facts 
established by penetrating analysis and 


iust be 


not by casual observation, generalization, 
or opinion 

Without the facts no one can arrive at 
sound solutions to procedures problems 
But with the facts almost anyone with 
average intelligence, imagination, and 
ommon sense can develop improvements. 
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Because of the significance of the Hoover Commission pro- 
posals, the paragraphs. pertinent and otherwise, which are 
usually carried in this monthly feature, have been foregone. 
The following, covering “Budgeting and Accounting: As 
the Hoover Commission Sees It,”’ is excerpted from the 
Fortune Supplement, May 1949. entitled “Big Govern- 
Can It Be Managed Efficiently?’’—a digest of the 
reports of the Commission on Organization of the Execu- 


PH: 


ment 
tive Branch of the Government. 


A government budget should answer one 
What is the money wanted 


Fi 


prime question 
for? 
A government accounting system should 


hice + 
Woe : 


answer one prime question: What are the tax- 
payers getting for their money? 

The U. S. Government's present budget 
and accounting systems furnish at best only confusing “half 
answers” to these questions. It is difhcult or impossible to 
tell what any particular government project or service is €x- 
pected to cost, or what it actually has cost. 

The trouble stems from the antiquated federal budget 
system, an accretion of practices dating back to Alexander 
Hamilton and of many historical accidents. The budget is 
now composed of lists of items to be paid for—such as per- 
sonal services, equipment, buildings—rather than of ob- 
jectives to be accomplished. Every government agency 
classifies these items as it pleases. Any particular project, 
such as a naval hospital, may derive its yearly running ex- 
penses from a dozen different budget estimates and result- 
ing appropriations (see below). Thus it is impossible to tell 
from the budget how much it costs to run the hospital, and 
how that cost compares with those of similar hospitals. 
Thus, in turn, efficient management of government funds 
and business becomes impossible 

Under this system of allocating funds, even the best ac- 
counting system could hardly produce useful figures for 
government administrators and for those who are supposed 
to check on their performance. But government accounting 
is a hodgepodge of varying systems among the different 
agencies. And the main burden of it is overcentralized in 
the Comptroller General's General Accounting Office, 


which is snowed under by millions of pieces of paper. 


Items 
@ The US. Budget for 1949-50 contains 1,500,000 words 
on 1,625 closely printed pages. 
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@ No one who reads the Budget would be likely to guess 
that the National Naval Medical Center at Bethesda, 
Maryland, is supported from the following Navy ap- 
propriation funds, among others: 


Miscellaneous Expenses, 
Navy 
Maintenance 
. Ordnance and Ordnance 
Stores 
Pay, Subsistence, and 


Sec retary ’s Office. 
Bureau of Ships 


Bureau of Ordnance... 


Bureau of Supplies and Accounts... 

Transportation 
Bureau of Supplies and Accounts... Maintenance 
Bureau of Supplies and Accounts... Transportation of 


Things 


@ The Bureau of Ships in the Navy Department is financed 
by 27 
connection with it. 

@ Each year the President recommends and the Congress 
solemnly appropriates to the Bureau of Mines funds for 
“operating rescue cars and stations and investigation of 
accidents.” The amount recommended for 1949 1s 
$1,175,000. The last rescue car and station were discon- 
tinued more than two years ago. The appropriation ts 
now divided among five other activities of the bureau. 

@ In 1947-48 the Bureau of Indian Affairs itemized its 
proposed expenditure of $50 million under some 100 
titles and subtitles. The largest item was for more than 


appropriations, many of which have no apparent 


$11 million. The smallest: $114.53. 

@ The Veterans’ Administration offered no other explana- 
tion of a request for an appropriation of more than $1 
billion than the title ‘Salaries and Expenses.” 

® According to the Budget, the cost of running the U.S. 
Forest Service appears to be $26 million a year. But by 
drawing on funds from other appropriations, the service 
actually spends some $43 million a year. 

@ The Government Corporation Control Act of December 
6, 1945 prescribes two conflicting philosophies of ac- 
countability. 

@ Seven records varying in degree of completeness and cur- 
rency are maintained for public-debt transactions, six are 
located in the Treasury Department. 

@ In some instances government receipts and expenditures 
are netted with only the net results being reported. These 
net figures are included in financial statements that re- 
port other figures on a gross base. 

@ The chief accounting officer of a department or agency is 
apt to be placed so far down in the hierarchy that he is 
seldom, if ever, consuJted on matters of fiscal policy. 

@ Page 1 of the Daily Treasury Statement of July 1, 1948 
showed total budget receipts for the day as $69,460,- 
347-73. On page 2 of that same statement net budget re- 


ceipts were reported as $68,900,226.26. Trust fund re- 
ceipts for the day were reported as $2,040,617.97 on 
page 1 of the statement and at $2,600,739.44 on page 3. 
@ Expenditures of the Federal Security Agency were re- 
ported as $925,803,696 in the Budget (page As) and as 
$925,101,904 in the 1947 Combined Statement (page 





13). Reconstruction Finance Corporation expenditures 
are shown to be $592,857,008 in the Budget (A5) and 
$558,763,774 in the Combined Statement. 

@ The General Accounting Office now employs some 
10,000 people and spends more than $30 million a year. 
About half of this effort and expense is devoted to ex- 
amining the millions of vouchers and supporting docu- 
ments, covering every expenditure of government funds 
anywhere in the world, which are hauled to Washington 
by the freight carload. 


Recommendations 

@ The U.S. Government and each of its departments and 
agencies should adopt a “performance budget,’’ setting 
forth clearly in terms of functions, projects, or services 
how it proposes to spend its money. Thus, instead of the 
present misleading jumble, all Navy medical expenses 
would be listed under the heading ‘Medical Care,’ with 
separate listings itemizing the full costs of running each 
hospital. 

@ Current operating expenditures and capital outlays, now 
confusingly intermingled, should be listed separately in 
every government budget. 

@ A new Accounting Service should be established in the 
Treasury Department with an Accountant General au- 
thorized to set up and enforce—in cooperation with the 
Comptroller General—a uniform accounting system 
throughout the executive departments and agencies. 

@ As the agent of Congress, the Comptroller General 
should, of course, continue to make sure government 
funds are spent as Congress intends. But ‘‘in view of the 
fantastic growth of detail,” a spot check of vouchers and 
other documents at various administrative centers 
throughout the country might be substituted for the prac- 
tice of sending every item for examination in Washing- 


ton. 





ARMY APPOINTS NEW COMPTROLLER 


Congratulations are in order to the United States 
Army which on August 1 brought Licutenant General 
Raymond S. McLain into activity as Army Comptroller 
A banker before the war and a citizen-soldier, General 
McLain won promotion to his present rank on the 
battlefield. 

For further information about the development and 
functioning of the Army's "Operation Comptroller- 
ship” refer to the article in THE CONTROLLER for 
July 1949—"'The Army Comptroller: Personalities 


( Irganization, and Functions. 




















Read, 
Marked, 


and 
Overwhelmingly Requested! 


In the final paragraph of his article in the 
May CONTROLLER Mr. Jackson Martin- 
dell mentioned an available bulletin. 


No particular emphasis was given this para- 
graph. Unless the article was read through 
it is highly improbable that this offer would 
have been noticed. 


One hundred requests have come to THE 
CONTROLLER for this bulletin . . . and 
they are continuing to come in. 


One more indication of the thorough- 
ness with which THE CONTROLLER 


1s read. 


One more indication of the value of 
having your own personal copy of THE 
CONTROLLER, fo read at your leisure. 


If you are now reading a routed copy 
why not use the coupon below to enter 
your own subscription so that you may 
fully benefit from the monthly copies 
of THE CONTROLLER. 


THE CONTROLLER 
One East Forty-Second Street 
New York 17, N. Y. 


Enter my subscription to THE CONTROLLER 
for 1 year at $5.00 


Remittance Enclosed { ) Invoice me 


Name and Title 
Company 
Address 


City Zone State 














Planning the [ndusti y Ci ONFCICUCCS 


Industry Conferences in 15 fields are being 
arranged by the chairmen pictured here for 
those attending the 18th Annual National 
Meeting of the Controllers Institute of Amer- 
ica, to be held in San Francisco, September 





DUDLEY E. BROWNE 


Lockheed Aircraft Corporation 


W. A. CRICHLEY 
Diamond Alkali Co 


ROLLIN E. ECKE 
Farmers Insurance Exchange 


Fire, ¢ waity Insu 


T. W. BRYANT 
The Cuneo Press, Inc 


d Pu 


Drugs, Cosmetic 


25-28, 1949. 


J. A. OLSEN 
Schering Corporation 


and Soap 


J. L. PEIRCE 
A. B. Dick Company 


Machinery Manufacturing 


Blackstone 


BERNARD S. RODEY, JR 


Consolidated Edison Company 
of New York 


Public Utility 


HAROLD A. KETCHUM 
Fasco Industries, Inc. 


Electrical Manufacturing 


Lainson 


EARL D. PAGE 


The Colorado Fuel and Iron 
Corporation 
Metal 


Manufacturing 


WALTER F. KAPLAN 
The Emporium 


Retatlin 


GEORGE B. WHITFIELD 
The Quaker Oats Company 
Food 


ind Beverage 


Cc. V. BURNS 
American Zinc, Lead & 
Smelting Co. 
Mining and Extractive 


L. D. DAWES 


Munsingwear, Inc. 


HENRY F. CHADEAYNE 
General American Life 
Insurance Company 


Vice Chairman 


JAMES H. ETESON 
State Mutual Life Assurance 
Co. 


Life Insurance 


H. WATSON PADDOCK 
Union Bag & Paper Corp. 


Paper Product 


OGDEN ASHLEY 
The Cleveland Pneumatic Tool 
Co. 
n Equipment 


Trans portatt 











How much do you pay for 


the Burroughs machines 


you DON’T have? 





Probably a lot more than you think... certainly 
more than you would pay for the machines 


your office needs. 


Are you doing without modern figuring ma- 
chines? Pencilwork is a plodding, inaccurate, 
and expensive substitute. Are you doing without 
enough machines? Every girl made to wait her 
turn at a shared machine is actually invited to 
squander costly time, even if figuring is only 


a fraction of her job. 


Compare the cost of these inefficiencies with the 
three or four cents a day it takes to amortize the 
cost of a Burroughs adding machine or Bur- 


roughs calculator over its long useful lifetime. 


There’s hard-headed economy in having 
enough Burroughs machines. Let your Bur- 
roughs representative help you save time and 
money with the right Burroughs machines for 
all your figuring jobs. Burroughs Adding 
Machine Company, Detroit 32, Michigan. 


9 
WHEREVER THERE’S BUSINESS THERE’S Burroug i) 
THE MARK OF SUPERIORITY 
1% MODERN BUSINESS MACFINES 

















Sales Up, Profits Down for Department Stores 


Although customers spent more dollars 
in department stores in 1948 than ever 
before, earnings in both dollars and per- 
centages fell off tor the second consecu 
tive year because of a further sharp In- 
crease In expenses according to the an- 
nual survey of operating results of depart- 
ment and specialty stores conducted by 
Malcolm P. McNair, Professor of Market- 
ing at Harvard University Graduate 
School of Business Administration. The 
survey is the 29th annual study and is 
supported financially by the National Re- 
tail Dry Goods Association. 

Professor McNair found that “‘prices 
in the sales in- 


played only a small part 
infla- 


crease, 1n marked contrast to the 
tionary push in 1947 and especially in 
1946." The number of sales transactions 
went ahead very slightly during 1948, he 
reported, reversing the incipient drop of 
At the time the 


average eXPense per 


the preceding yeat same 


ierage size and the 
transaction both went up again 
Reflecting a perhaps temporary halt in 
the raising ratio of markdowns, since the 
initial markon was almost stationary, the 
that the gross margin per- 
ically unchanged, stay- 
decline ot 


study found 
least temporarily—the 


ding five years 





DEPARTMENT STORE SALES 
% INCREASE OR DECREASE, BY MONTHS 





1947 1948 1949 
OVER 1946 OVER 1947 OVER 1948 





























Dollar sales of speciality stores, as com- 
pared with department stores, registered a 
smaller advance during 1948 but, as in 
department stores, the gross margin per- 
centage was almost stationary from 1947 
to 1948. (The full report ts 
from the Harvard 
Research, 


available 
University Bureau of 


Business Bulletin No. 130, at 
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Organization and Business Reports 
Securities Registration Investigations 
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Industrial Engineering 


Ford, Bacon & VDavis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
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Soldier's Field, Boston 63, Mass. Price 
$4.00.) 

The Cleveland Trust Company, analyz- 
ing the 1949 trend in department store 
sales, noted that after seasonal adjustment 
they were larger in April and May than 
in February and March, but continued to 
a year ago. The declining 
trend of states the bank's “Bul 
letin,” as compared with a year earlier, 
has been noticeable since last October 

The accompanying diagram shows, for 
each month beginning with 1947, the per- 
centage increase or decrease in dollar sales 
as compared with the same month of the 
preceding year. Data are based on the 
Federal Reserve index of department 
store sales, adjusted for seasonal varia 


run behind 
sales, 


This 1s SETIES 
covering several hundred stores which ac- 
count for the bulk of the total depart- 
ment store sales volume in the country 
One point of interest in the diagram, 
observes the bank, is whether the year-to- 
year declines in sales in recent months re- 
flect principally a reduction in prices of 
a drop in physical volume. Because of the 
great variety of articles involved, it is dif- 
ficult to arrive at any general conclusion: 
Unit sales have held up better in some 
departments than in others. As to total 
dollar sales in May, the index for that 
month was 5.8 per cent below the post- 
war peak attained in July 1948. During 
the same pe riod there was a dec rease of 
average retail 


tions. a comprehensive 


about 3 per cent in the 
price of apparel and also of houseturnish 
ings, according to the consumers’ price 
indexes of the Bureau of Labor Statistics 

Additional light on the subject is con- 
tained in a study in the May 1949 issue 
of the “Monthly Business Review’ pub- 
lished by the Federal Reserve Bank of 
Cleveland. This study indicates that while 
the physical volume of department store 
sales in the Fourth Federal Reserve District 
has declined somewhat since the middle 
of last year, the has been con 
siderably less than that of sales as ex- 
pressed in dollars. In this lower 
prices may have been the more important 
factor 

It should be added that, as compared 
with the postwar peak, department store 
sales have declined more than sales of all 
retail stores, including automobile dealers, 


decrease 


Case 


filling stations, chain stores, food stores, 
drug stores, and others. The Depart- 
ment of Commerce index (seasonally ad 
justed) of sales of all retail stores did not 
reach its high until December 1948, or 
five months after the peak in department 
store sales. For May the Commerce index 
was not much below December and was 


less than 2 per cent below July 1948. 








MR. CONTROLLER 
Here’s one way to maintain 
better control and thus 
avoid a shock 
or even untimely demise 


of your company. 








“What is the 
‘LIFE EXPECTANCY’ 


of my 


BUSINESS?” 











According to U. S§. Census Bureau averages, if you are a white 
male aged 30, you can expect to live about 38 years more. If 
you are 45 you have 25 years to go, and at 60 Father Time 
allots you 15 years more. Significantly, the older you are the 
greater your total life span is expected to be. 

But this is not necessarily true as to the “life expectancy” 
of a business. The older a business is, the greater the likelihood 
that there may be a shortage which has been hidden for many 
years by an employee and when finally discovered, may be so 
large as to cause bankruptcy. 

One way to increase the “life expectancy” of your business 
is to protect it against possible serious loss due to employee 


dishonesty. 


WHAT TO DO 


Our DISCOVERY BOND is protecting numerous business 
concerns from employee losses. By protecting from the ume 
a bonded employee may have begun to default, even though 
he started to default long before the date of the bond, it can 
save your business from an abrupt and unhappy ending. Ask 
our nearest agent or your own broker to tell you NOW about 


this vital protection. 


AMERICAN SURETY GROUP 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 
“Dependable as America” 


100 Broadway, New York 5, N. Y. 
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U.S. Working Capital Now $65.8 Billions; 
Adequate Supply Forecast in Study 


Working capital of business corporation 
reached a record of $65.8 billion during 
this year’s first quarter. A survey by the 
Securities and Exchange Commission 
showed the sum was up $1 billion over 
working capital available during — the 
October-through-December period of 
1948 

Commission authorities said the find 
ings were not intended as a gauge for 
general business trends, and represented 
only a part of the corporation's financial 
picture 

The SEC saw that the working capital 
rise resulted from a decline of $2.7 bil- 
lion in current liabilities that was offset 
partially by a drop of $1.7 billion in cur- 
rent assets. Its report stated that business 
poured $3.9 billion into new plants and 
equipment during January, February, and 
March 

The funds, both increased working 
capital and money for expansion, came 
from long-range term borrowings of $1 
billion, $200 million from new stock 1s- 
sues, and $3.7 billion from undistributed 


profits and depreciation 














Inventories during the year's initial 
quarter remained at about the 1948 year- 
end level of $48.5 billion, the survey 
showed. Little change was reported in 
other current assets. 

An adequate supply of working capital 
for 1949 into 1950 1s reported by all but 
a very few” of the 175 manufacturing 
companies surveyed recently by the Na- 
tional Industrial Conference Board. Most 
executives express satisfaction with their 
companies’ present capital structure. 
Many point out that they “have nothing 
but common stock outstanding and no 
bank loans or other debts of any kind.” 
Executives confronted by the — large 
amounts of capital tied up in inventories 
feel that their capital structure will adjust 
itself as these inventories are reduced. 

The current dearth of equity capital, it 
is reported, has forced many organiza- 
tions to rely more heavily on retained 
earnings to furnish working capital and 
finance plant expansion. Current tax laws 
are most frequently blamed for the lack 
of equity capital and executives believe 
that tax amendment and a “‘less hostile 
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“It's the same every year. Hackett is a bit of a crank 
about his hay fever” 
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attitude by government toward business 
might stimulate the flow. Meanwhile, 
Management states it is directing its ef- 
forts toward winning over the confidence 
and good will of its stockholders, who are 
regarded as an important source of new 
capital, 

High construction costs, executives as- 
sert, cut serious inroads into working 
capital, which in many cases was used for 
supplemental financing. Rather than go 
into debt, many manufacturers are simply 
deferring any further “desirable but not 
essential programs’’ and discontinuing any 
policy of employing working capital for 
any purpose other than current operations 

There ts also a general antipathy toward 
borrowing in order to bolster working 
capital. Those in need of more working 
capital expect to get it from retained 
carnings, depreciation reserves, reduced 
inventories, lower accounts receivable, 
while some even look to tax refund 
claims. Only a few say they are resorting 
to long-term loans or stock flotations. 

Some manufacturers report dependence 
on borrowing additional working capital 
to carry them over seasonal humps. This 
condition is especially noticeable in the 
food and textile industries where seasonal 
raw materials and finished goods stock 
piling requires some short-term bank 
borrowing. 

There seems to be little doubt in the 
minds of the cooperating executives that 
equity capital is scarce and that some 
remedy must be found to help stimulate 
the supply. “Equity capital must come 
from savings,” they say, and “unless the 
economy becomes such that individuals 
are able to save and unless individuals 
have reasonable assurance that their in 
vestments are safe and will produce a fair 
return, equity capital will be difficult, if 
not impossible, to obtain.’” The consensus 
is that the American people have become 
cautious and that a greater portion ot 
savings 1s going to government bonds, 
banks, and insurance companies. 

Many companies believe that their 
existing body of stockholders constitutes 
their ‘best prospect ’ for new equity capt- 
tal. As a result, they are doing “every 
thing possible to win the confidence and 
raise the interest of this group.’ More 
emphasis is being placed on annual re- 
ports as a means of keeping stockholders 
informed of the company’s financial status 
and industrial progress and more interim 
reports to stockholders are being pub- 


lished 





WANT THAT JOB? 


Mail me your Experience Data to re-style into 
Job-Getting Resume and Letter 
Controller clients from coast to coast 
MATILDA ROGERS 
Job Resumé Specialist 
240 West 73 Street, New York 23, New York 











Type Your Multi-Copy Forms 


..-Get 500 to 1500 sets 


from one loading of 


carbon paper...with the NEW UNDERWOOD Wi bedi 2 it 
FANFOLD WRITING MACHINE 


Apply speed and 


economy to all of your multi-copy 


production-line 
forms . right in your own office 

with the new Underwood All 
Electric Fanfold Writing Machine. 

You'll find this modern machine 
saves you time and money all along 
the line. 

First, it eliminates non-productive 
operations. One loading of Continu- 
ous Multi-Copy Forms and Con- 
tinuous Carbon Paper in rolls or 
long sheets lasts for many days. The 
forms and carbon paper, in perfect 
alignment, are always in the machine 
ready for instant use, thus making 
possible uninterrupted typing with- 
out, the usual non-productive opera- 


. . . . ° 
tions required when using loose forms. 





Next, 


consumption and cost of 


substantial savings in the 
carbon 
paper are effected. The carbon paper, 
either in long sheets or in rolls, is 
used again and again for many sets 
of forms until it has served its full 
utility. Thus, carbon paper costs are 
frequently cut in half. 

Finally, the new Underwood All 
Electric Fanfold Writing Machine 


has been especially designed for 


Underwood Corporation 


Accounting Machines . . . Typewriters . 
Adding Machines . Carbon Paper . 
Ribbons 
One Park Avenue New York 16, N. Y. 
Underwood Limited, 145 Victoria St., 
Toronto 1, Canada 
Sales and Service Everywhere 


multi-copy work. It incorporates 
every feature essential to maximum 
operating simplicity and speed, in- 
cluding Underwoed’s renowned ALL 
ELECTRIC KEYBOARD. 

Just ask your nearest Underwood 
representative to prove how this ma- 
chine will pay for itself in a matter 
of months. Or, fill in and mail the 
coupon for 


complete descriptive 


folder today! 


Underwood Corporation 
One Park Avenue 
New York 16,N. Y. c-949 


Please send me new Underwood A// Electr 
Fantold Writing Machine Folder. 
COMPANY 
YOUR NAME 
STREET 


CITY ZONE STATE 














New York, N. Y. 
Clarksburg, W. Va. 
St. Louis, Mo. 
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INSURANCE BROKERS 
AVERAGE ADJUSTERS—CONSULTING ACTUARIES 


INSURANCE COUNSELLORS TO 
AMERICAN INDUSTRY 


Los Angeles, Calif. 
London, England 


Baltimore, Md. 
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Federal Credit Action Weighed 


The main question arising from the re- 
ent action of the Federal Reserve System 
rease the availability of 

this supposedly expansionary in- 
will be followed by correspond- 


to mn redit 1s 

whether 

fluencc 

ingly greater credit restraint when the 
Db 


economic balance swings again toward the 
inflationary side the Guaranty Trust 
Company of New York asserts in its 
monthly 

A new phase of 
' 1 } 
the United States was launched on June 
28 when the Federal Open Market Com- 


C nde avor 


survey 


ntral bank policy for 


mittee stated that its primary 
would be to increase the supply of funds 
for business needs, rather than to continue 
to maintain a relatively fixed pattern of 
interest rates on government obligations, 
the bank points out. It is to be hoped, it 
1s, that the move “marks the beginning 
central-bank 
a 1 ition of the econ- 
as a whole, rather than one sector of 
alone 


Under the 


existed 


inflationary conditions that 


eae 
until about seven months ago 


the bank continu the pattern of rates 
was m hases rather than 


committee 
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potential importance from the possibility 
that it may imply abandonment or modifi 
ation of the former policy of maintain 
ing a relatively fixed pattern of rates in 
inflationary as well as deflationary situa- 
tions 

The exact nature of the new policy, 
especially in its longer-term aspects has 
been the subject of considerable discus 
sion in financial circles since the statement 
For the immediate future th 
change scems to point clearly in the direc 


was issued 


tion of ‘easier’ money. 

The committee's statement has been 
criticized as misleading in that it could 
be taken to imply a credit shortage that 
does not exist, the bank points out, ex 
plaining that the decrease in commercial 
bank loans in the 
to a decline in the 


last seven months has 
not been due avail 
ability of credit but to a decline in the 
demand for credit 

Shortages of credit do occasionally o¥ 
ur,” it observes, ‘but almost invariably 
at or near the top of the business cycle 
and under conditions very different from 
that have prevailed in 


months. In the present situation a credit 


those recent 


shortage could occur only as a result of 


central bank policy directed to that end 
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As far as interest rates are concerned, it 
is only rarely that these rise to such a 
level as to constitute a serious deterrent to 
business borrowing.” 

Under easy-money conditions such as 
have existed in the United States without 
interruption for many years, a further in- 
jection of funds into the money market 
and a further decline in interest rates can 
do little either to check recession or to 
promote recovery, according to the bank. 
Increase in demand for business credit, it 
asserts, will come as a result of more 
favorable prospects for business opera- 
tions, not as a consequence of easier 
money. But what easier money ‘can and 
presumably will do,’” says the bank, is to 
enable the United States Treasury to bor- 
row more cheaply. 

The avowed purpose of conducting 
open-market operations with primary re- 
gard to the general business and credit 
situation, coupled with mention of the 
undesirable ect of a relatively fixed pat- 
tern of rates, certainly seems to indicate 
greater flexibility of Federal Reserve 
policy,” the bank notes. “But whether 
this will be a permanent flexibility, op 
erating in both inflationary and defla- 
tionary situations, or a temporary one-way 
flexibility on the easy-money side alone, 
is left in some doubt by other parts of 
the statement, such as the reference to in- 
creasing the supply of funds and main- 
taining orderly conditions in the govern: 
ment security market and the confidence 
of investors in government bonds, as well 
as the restrictive phrasing under present 
conditions at a time when the avail- 
ability of credit should be increased.’ ”” 

One point, at least, seems clear, accord 
ing to the bank. The committee has taken 
a step in the direction of a freer and 
normal type of open market ac- 

it says, and has given itself the 


more 
tivity, 
opportunity, subject to changing condi 
tions, to make the step a permanent one 
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Bea Forty-Niner ! 


Be in San Francisco 
September 25 
for the 18th Annual Meeting 
of the Controllers Institute! 








Although durable goods prices | 
have risen GS% si since 1938... 


the price of Royal, the Worlds 
No.I Typewriter, has risen only... 


24-% 


1938 1949 
$115.50 list $142.50 list 


For better, faster more efficient work— 


Replace old typewriters 
now with new Royals 
....they’re a bargain! 


The 0@20 


be --o8 Lando ae val 











What the Future Promises 


E-nzvistoned in Economic R 


- 4 NEW report which summarizes 


achievements in each area of our eco- 


Fund 
our output only 


life, the Twentieth Century 


says that by stepping u 


nomic 
t 
eight per cent above normal expectations, 
based on the 
the American 


produce enough by 1960 


past: performance ot 
onomt m, we could 
to provide ade- 
quate standards of food, housing, educa- 
tion, and medical care for every living 
American 
The report under 
U.S.A Measure of a Nation 


implication that our economic system is 
we 


the title 


scorms any 


issucd 


mature Says 


the 


running down” or 
the 


ever possessed by any nation in 


greatest assets 
history, 


for 


face future wi 


with enormous future opportunities 
both public and private investment and 
business growth 

By 1960 we shall have opportunity to 
put $45 billion a year into needed capt 
t On t 


record in 


al goods basis of our best sus 
during the 


put in 


tained t 
would be é; c to 

The extra $6 billion ts 
sin of our ability to ab 


1920s, we 
about $39 billion 


a measured m 
sorb huge additional investment funds. 


the 


Lrow 


which can 


the 


frontier our system 


and expand indefinitely, 


| Says 


report 

U.S.A.: Measu 
ten by Thomas R 
Modley and draws on th¢ 


Natl was writ 
fon and Rudolt 
findings of the 

Fund's large scale surf y of America 
Need nd Re WV Ir deri Dew 

new type oO 

Fund, illustrated 

nd drawings (Pri 


Carska 
| 
hurst and Associates 1S t 
popular report for the 
with graphic charts 
$1.00) 
h rc} 
luding 


For 


that both boom 


tivity, in 


sent onc 


steidy 


port 


NATIONAL INCOME 1850-1960 IN 


American earns more money, eats better 
food, has a better house, better clothes, 
schools, theaters, more conveniences than 
the average citizen of any other country, 
anywhere, at any time 

OSA Measure if a Nation 1s offered 
as a Measure of what our economic system 
is capable of producing if operated at 
and employ 
1920's but 


high levels of production 


ment such as we had in the 
which we have exceeded since the begin 
ning of the last world war. It is designed 
simply to show how much in goods and 
services Our economic system is physically 
ible to produce, and carries forward these 
estimates to 1960 


By 1960,” predicts the report, “‘our 
expected population of more than 155 
million will offer a probable market of at 
cast $159 billion in money spent by con 
sumers. This would be a market spending 
three-quarters more than the $90 billion 
boom’ year of 
here, as throughout the¢ 
1947 prices 

ces are about eight per cent higher 
What 


would mean to individual families is indi 


we spent in our big 
Figures 
are given in Today's 
such a level of national output 
cated Let's say that we achieve 
Millions ot 
up into higher income 


tained before World War II 


average I 


some 
+} > 
then 
than 
Cash 


such goals Americans 


classes 


I NOUS 
$2,800 a year 

1960 The 
Most of us will have 


the 


from around 
1940 to nearly $4,000 1n 
work week shrinks 
more money, more leisure than before 
war 

out 


stepping national output 


per cent above what we might 
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BILLION DOLLARS AT 1947 PRICES 


normally expect on the basis of past per 
formance, the report indicates, we could 
take care of all persons left behind in our 
economic advance and supply every living 
American with minimum standards. “Our 
survey shows that we Americans have the 
human and material resources to reach 
these goals " 

Getting down to cases, U.S.A 


ure of a Nat 


Meas- 


says: 


For less than $1.8 billion more than we 
are likely to spend on education if we fol- 
low past trends, we could in 1960 take every 
boy and girl in America through two years 
of high school, half of them through two 
child 
with 


years of college, and provide every 
with a safe, comfortable schoolroom 
an adequately paid teacher. 

For less than $2.5 billion above what we 
might spend on medical care in 1960 if we 
followed past experience, we could assure 
proper dental 
and nursing care, make hospitals available 


every American of medical, 
to all and provide a comprehensive health 
service for the entire nation. 

By spending only $1.4 billion a year over 
a 15-year period added to what past trends 
indicate we might normally spend on hous- 
ing each year, we could wipe out every slum 
dwelling in America, repair or replace every 
defective house or apartment, and provide 
every family in our land with a decent, com- 
fortable home. 

By spending only $650 million more than 
the $2 billion we may be expected to spend 
in 1960 we could have a conservation and 
development program that would protect our 
soil against erosion, drain millions of acres 
of marshy land, bring water to millions of 
acres of parched land, make our forests self- 
perpetuating, develop our major river val- 
leys, and go a long way toward providing 
areas for 


; ; 
acequate parks and_ recreational 


Americans, 


Commenting on the significance of 








these figures and the broad outlook for 
the American future, U.S.A.: Measure of 
a Nation declares: “Thus by stepping up 
our output by less than one-tenth above 
what we might normally expect, we could 
produce enough in America to abolish 
want and hunger and bring every human 
being up to minimum living standards or 
above. We could lace our country with 
highways, insure our people against haz- 
ards of old age, sickness and unemploy- 
ment, build schools, libraries, art galleries, 
sport centers, lecture halls for everyone, 
protect the riches of our lands and forest 
and natural resources. 

“This is the prospect—and the chal- 
lenge—that the future offers to us and to 
our system. Such an increase would pro- 
vide jobs in profusion. It would offer 
great opportunities for both public and 
private investment .. . The whole ex- 
pansion would give the businessman, the 
worker, the farmer, the inventor, the in 
vestor, the private citizen in whatever 
line a chance to play his rightful part.’ 


Business Readjustments 
Generally Complete 


The first postwar readjustment of 
business will be substantially completed 
in the next six or eight months, accord- 
ing to Henry H. Heimann, Executive 
Manager of the National Association 
of Credit Men, in his Monthly Business 
Review. In certain lines the levelling 
off process 1s now evident, he says, and 
a few industries have substantially com- 
pleted the first phase of postwar re- 
adjustment. 

However, Mr. Heimann warns, this 
does not mean that business conditions 
will be revived overnight but that in 
those industries where adjustment  be- 
gan as much as a year or two ago a 
change for the better is not only in 
sight but is now taking place. 

As a further reason for his optimistic 
view for business in the year ahead, Mr. 
Heimann points out that industry for 
several months has been producing less 
than the nation has been consuming 
and that inventories in many lines have 
been reduced to a more comfortable 
level. These corrective factors, he says, 
will hardly permit a serious recession 
unless government policy or injudicious 
labor leadership contributes to a length- 
ening of the adjustment period. The 
real dark cloud, in his opinion, is the 
disturbing European economic situation, 





DEFENDABLE FACTS 

STAN DAR D 

APPRAISALS 
Standard Appraisal Co. 


6 Church St New York 
Branches all principal cities 








The Brass Monkey Melted... 


but my papers stayed cool 
and I stayed calm... 
and collected! 


“That little melted monkey opéned my eyes. 
How fast an office fire can start and how hot it 
can get! 
“It made me realize the importance of my 
records — and my safe. Imagine what 
it would be like to try and do busi- 
ness without accounts receivable, 
tax records, deeds and contracts 
. and inventory records, needed to collect 
fire insurance. Think it over—what would you do? 
“Thank heavens, I traded in my old, 
obsolete he: walled model for a modern 
Mosler * abel safe .. . it kept me in business!" 


1 out of 10 firms never reopen after losing their 
records by fire. That’s why you can’t afford 
any less than the best safe you can buy. For 
. the world’s finest safes and vaults have 
*n Mosler.-Ask your own banker. 
Mosler is the builder of the famous U 
gold storage vault doors at Fort Knox 
There's a Mosler safe to suit your needs exactly —and every 
Mosler safe is dependable. All carry the label of the Underwriters’ 
oratories, Inc. Yet they cost less than you'd expect. 


The Mosler Safe Co., Dept. © 

320 Fifth Ave., New York 1, N. Y. 

Please send me The new free booklet 

“What You Should Know About Safes.” 
The Name of my nearest Mosler Dealer 


320 Fifth Ave., New York 1, N.Y. | Name 
Factories: Hamilton, O Business 
Address 
Largest Builders of Safes and 


Vaults in the World 








FRANKLIN C. HILL 
Southern Wood Preserving 
Company 
Atlanta 


WILLIAM C. KNAPP 


The Arundel Corporation 


RALPH W. RAGER 
Oil Well Supply Co 
Daila 


ROGER W. LEASON 


Emsco Derrick & Equipmenr Co 


Cc. P. VAN DYKE 


lowa-lllinois Gas & Electric Co 
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NEWLY ELECTED PRESIDENTS OF 


THOMAS B. NOBLE 


Stockholm Valves & Fittings, Inc. 


Birmingham 


F. O. GRASSHOFF 
Journal-Herald Publishing Co. 
Dayton 


MARION M. JOHNSON 
Brown-Forman Distillers Corp. 


Louisville 


HAROLD S. KUHNS 
The Haloid Company 
Roche ste 


A. F. LUNDBERG 


United-Carr Fastener Corp. 


LIONEL J. SORENSON 
Motor Products Corp. 
Detroit 


CHESTER W. FOSTER 
Nordberg Manufacturing Co 


Milwauke: 


JOHN R. LYMAN 
Fouke Fur Company 


St 


FRANK V. BIGELOW 


Malleable Iron Fittings Co. 


Bridgeport 


Dunlop 


CHARLES L. CARR 
Potomac Electric Power Co 
District of ¢ 


bumbita 


Rice 


RAYMOND A. TAYLOR 
Sun Life Assurance Co. of 
Canada 
Montreal 


LLOYD R. BOLING 
Oliver United Filters, Inc 
San Francis 


DAVID F. DEVINE 
Bell Aircraft Corporation 
Buffal 


HAROLD J. MAMMOSER 
Tokheim Oil Tank & Pump 
Company 
Fort Wayne 


A. E. ELLIOTT 
Louisiana Power & Light Co. 


New Orlean 


STANLEY P. JONES 
Northwestern Glass Co 


Seattle 





INSTITUTE’S LOCAL CONTROLS 1949-50 


EDMUND S. CHODD 


Dixie Mercerizing Co. 


WILLIAM B. GAY 
International Harvester 
Company of Canada 


Hamilton 


THEODORE F. GLOISTEN 
American Home Magazine Corp 


New York City 


PAUL A. WILKS 
Strathmore Paper Company 


Sprin Rfie la 





C. Z. MEYER 
First National Bank 


Chicago 


LOUIS H. GRAHAM 
Fuller Brush Company 
Hartford 


P. L. PROCTOR 
Co-operative Industries, Inc 


Newark 


WM. H. SCHRADER 


Easy Washing Machine Corp 


Syracuse 


HOWARD F. KIDD 
Lockwood Manufacturing Co 


Cincinnatt 


RONALD L. McVEY 
Tennessee Gas and Transmission 
Co 
Houstor 


CHARLES H. YARDLEY 


Penn Mutual Life Insurance Co 


HOBART M. BROWN 
The Toledo Steel Products Co. 
Tvled 


LLEWELYN REESE 
The Sherwin-Williams Co 


HOWARD E. LOHMANN 
Ayrshire Collieries Corp. 
Indtanap 


M. D. WELLS 


Carnegie-Illinois Steel Corp. 


Cc. J. BOEMER 
Weyerhaeuser Sales Co 
Tuin Citi 


U. D. RANKIN 


Columbu 


y 


P/ * 


WALTER VAUGHN 
Stern Brothers & Co 
Kansas City 


ARTHUR S. TRELAWNY 
Oregon City Woolen Mills 


Portland 


THOMAS R. MINSHULL 
E. H. Sheldon & Co. 
Western Michiga 











THE ECONOMICS OF INDUSTRIAL 
MANAGEMENT. By Walter Rau- 
tenstrauch and Raymond Villers. Funk 
G& Wagnalls ¢ New York. 


$5.00. 


mpany, 


Reviewed by J. B. FENNER, Treasurer of The 
Electric Auto-Lite Company, Toledo. 


Review of “The Economics of Indus- 
trial Management” indicates this book re- 
ceived a preliminary introduction to the 
serious-minded reading public when cer- 
tain portions of it, dealing with the break- 
even point, were first published in the 
February issue of Fortune magazine. 

The editors are men of many years of 
experience in industry, teaching, and re- 
search, so that the text 1s liberally inter- 
spersed with accounting figures taken from 
leading American industrial enterprises, 
which serves to make it not only more in- 
teresting reading but more convincing in 
its effect on the businessmen, students, and 
other persons seeking to enrich their fund 
of knowledge on the general subject of 
economics of industrial management. 

As one can well imagine from a book 
with such an ambitious title, it covers a 
very wide scope and is wisely divided into 
three parts as follows 


Part I—Visualizing the Business. 

This part of the book brings out graphic 
illustrations and well prepared textual dis- 
cussions and the fundamental principles 
supporting the operation of a business, par- 
ticularly one of manufacturing nature. The 
data is readable and easy for the average 
business man to understand, but for those 
who have a flare for mathematics and its 
application to certain formulae used to il- 
lustrate break-even points and other con- 
trol factors, there are plenty of heavy ma 


terials to challenge the most erudite 


Part H—JInduastrial ¢ 
This part of the book gives due weight 
to the costs that enter into any intelligent 
discussion of the subject, including the use 


t Characteristics. 


of money, depreciation, expense, alloca- 
tion, and methods of arriving at unit cost. 
Here mind will 
tind plenty of challenge and the clearest 
kind of thinking 
which engineers have over ordi- 


again the mathematical 


It is easy to see the ad- 


vantage 
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nary accountants for work of this sort, and 
there should be more men of that type, par- 
ticularly those experienced in industrial ac- 
counting, who would put down their 
thoughts and experiences for the benefit of 
others who can well profit by their slant on 
operations. 


Part HI—The Business Is Part of the 
National Plant. 

The last section of this book is unique in 
that it brings out in a way seldom seen in 
textbooks of this kind the relationship 
which business bears to the national over- 
all picture as compared with its own pat- 
tern trade group or particular locality. 
Very important discussions are entered 
into regarding such matters as national 
consumption, consumers’ income, and re- 
search, all of which have an important 
bearing on any successful modern enter- 
prise. 


This book would seem to be ideal for 
student use but it is also a book to justify 
a niche in the average business man’s l1- 
brary by reason of its reference data which 
is likely to be valuable not only for the 
present times but for all future periods 
wherever industrial economic problems are 
being discussed. 


OIL AND GAS FEDERAL INCOME 
TAXATION. By Kenneth G. Miller. 
Commerce Clearing House, Inc., Chi- 
cago. $6.50 , 

Reviewed by 8. R. HARWELL, Comptroller 
of Magnolia Petroleum Company, Dallas. 


As the title indicates, the book under 
review is limited to federal income taxa- 
tion as it applies to oil and gas opera- 
tions. It deals with those complex and 
technical problems related to oil and gas 
production which are seldom found in 
any other industry 

The usual procedure followed by the 
author is to state how the problem should 
be handled, citing court cases, regulations, 
Statement 1s 

quotations 


or rulings on which his 

based, together with brief 
from the citations which support his state- 
ment. Frequent citations are also given in 
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the footnotes, to which the reader may 
refer for additional support. 

The subject matter is exceedingly well 
arranged and the reader should have no 
difficulty in following the text or finding 
any specific subject. 

The book begins with a complete 
analysis of the tax aspects of depletion, 
and this subject is discussed in detail in 
order to cover the great number of ques- 
tions involved. The remainder of the 
book gives consideration to taxable in- 
come which arises from or is affected by 
the various types of oil and gas lease 
transactions and problems related thereto. 

Several chapters are devoted to a dis- 
cussion of the various kinds of interests 
in oil and gas in place. There is also a 
chapter concerned with the regulation 
with respect to intangible drilling and 
development costs, and interpretations 
and decisions relating thereto. 

The book is an interesting and up-to- 
date appraisal of the law as it is at the 
present time, and those who are con- 
cerned with tax problems involving oil 
and gas production should find this vol- 
ume quite helpful. 


THE METRIC SYSTEM OF WEIGHTS 
AND MEASURES. The National 
Council of Teachers of Mathematics 
Twentieth Yearbook. Bureau of Pub- 
lications, Teachers College, Columbia 
University, New York. $3.00. 

A comprehensive view of metric usage 
at the present time as reported by some 
sixty individuals and numerous organized 
groups active in widely varied fields and 
by the American press is contained here 
in this Yearbook. Surveying the history, 
nature, and advantages of the metric sys- 
tem, the book offers specific programs for 
its adoption both in general use and in 
the classroom throughout the United 
States and the British Empire, which alone 
in the civilized world have not yet made 
this change to integrated and uniform 
weights and measures. 


TESTED CREDIT AND COLLEC- 
TION LETTERS. The Dartnell Cor- 
portion, ( hicago. $7.50 
Two hundred outstanding and success- 

fully tested letters which are easily adapt- 
able to any line of business are collected 
here. In, addition to straight collection 
letters there have been included letters for 
handling credit situations such as taking 
unearned cash discounts, turning down a 
request for opening credit, asking for per- 
mission to ship c.o.d. instead of on credit, 
and so forth. The letters have been repro- 
duced full 814, x 11-inch size, and in most 
cases on the letterhead of the company 
which originally used them. Each letter 
has been indexed, and the complete set 1s 
bound in a loose-leaf leatherette binder. 








ACCOUNTING TECHNIQUE. By 
John N. Myer. Published by the au- 
thor, New York. $4.00. 

This brief course has been prepared es- 
pecially for those who do not intend to 
practice accounting but nevertheless re- 
quire a knowledge of accounting princi- 
ples and technique in connection with 
their professional work. It will also be 
found suitable for use as a refresher by 
those who have already studied account- 
ing. Although brief (15 chapters and 308 
pages), nothing of importance included in 
the usual one-year college course has been 


omitted. 


CHECKING THE EFFECTIVENESS 
OF EMPLOYEE COMMUNICA- 
TION. American Management Ass 
ciation, New York. $1.00. 

Contained in this pamphlet of the 
AMA Personnel Series are the following 
articles: “What an Employee Wants to 
Know™ by Edward T. Cheyfitz,”” ‘’Polling 
Employee Opinions” by B. F. McClancy, 
“Modern Administration of Employee 
Publications’ by Robert Newcomb, and 
“Motion Pictures in Employee Relations’ 
by Daniel Rochford. 


OTHER BOOK ENTRIES 
THE BASIS OF PRODUCTION 
PLANNING. American Management 
Ass p1ALION, Ne ul yi wk, Paper, $. 0 


MANAGEMENT'S ROLE IN INDUS- 
TRIAL MOBILIZATION. American 
Management Association, New York. 
Paper, $.50 

THE CHANGING SCOPE OF THE 
INSU a BUYER'S JOB. Ameri- 
can Mana gement Association, Neu 


York. Paper, $1.00 


ORGANIZATION CONTROLS AND 
EXECUTIVE COMPENSATION. 
American Manage ment Association, 


New York Paper, $1.00 


TOWARD IMPROVED INSURANCE 
RATES AND SE weiebien ES. American 
Management Association, New York 
Paper, $.75. 

TYPICAL PROBLEMS IN_ INSUR- 

ANCE ADMINISTRATION. Amer: 
can Management Association Neu 
York. Paper, $.75 

ADVANCES IN INSURANCE COV- 
ERAGE-ACCIDENT PREVEN- 
TION AND sexs peinaige American 
Management Association, New York 
Paper, $.7 

ADJUSTING INSURANCE COVER- 
AGE TO FLUCTUATING VAL- 
UES. American Management Associa 

n, New York. Paper, $.75 

EXECUTIVE PERSONALITY AND 
JOB SUCCESS. American Management 
Association, New York. Paper, $.75. 

















Why 


COMTROLLERSHIP IN 
MODERN MANAGEMENT 


es a“mesl “for every conticller! 








1. PRACTICAL VALUE. This 254-page volume, sponsored by Controllership 
Foundation, Inc., is replete with helpful information on controllership 
procedures, responsibilities and problems. Topics covered include: budg- 
ets; Cost accounting; cost policy and procedure; communicating facts to 
management; inventory valuation; depreciation policy; formulating a 
financial policy; planning and control of plant expenditures; delegating 
responsibility and authority; training controllership personnel; building 
office morale; how to use standards and controls with due concern to 
human reactions; public relations aspects; the annual report, and many 


others of timely importance to controllers 


2. PROFESSIONAL VIEWPOINT. Prestige-building chapters trace the evolu- 
tion and development of controllership in business and government, and 
tell how industry and educational institutions can recruit and prepare the 


controllers of the future. 


3. AN EXPERT SYMPOSIUM. Written by twelve outstanding contributors : 
B. C. HEACOCK, Chairman of the Board, Caterpillar Tractor Company; 
J. HUGH JACKSON, Dean, Graduate School of Business, Stanford 
University; ARTHUR R. TUCKER, Managing Director (Retired), Con- 
trollers Institute of America; DAVID R. ANDERSON, Treasurer, W. B. 
Saunders Co.; CHRISTIAN E. JARCHOW, Vice-President and Comp 
troller, International Harvester Company; KEITH POWLISON, T'ice 
President and Controller, Armstrong Cork Company; RICHARD L. 
KOZELKA, Dean, School of Business Administration, University of 
Minnesota; JOHN DESMOND GLOVER and FRITZ J. ROETHLIS 
BERGER, Harvard Graduate School of Business Administration, and 
FRANK M. SURFACE, Executive Assistant to President, Standard Oil 
Company (New Jersey). 
Still available to Controllers Institute members at the spe- 


cial price of $3.00 if ordered through the National Office. 
Use coupon below. (Price to others, $4.00 per copy.) 


CONTROLLERS INSTITUTE OF AMERICA 
One East Forty-second Street, New York 17, N.Y 


Please send me CONTROLLERSHIP in MODERN MANAGEMENT, for which payment 
of $3.00 is enclosed 
(Or, if member prefers Send bill 


MEMBER'S NAME 


ADDRESS 
ZONE NO STATE 
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operation of a successful retirement plan. 
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‘Not that | wish to overemphasize correct 
spelling, Miss Rogers. After all, striking the 
proper typewriter keys is important too” 
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Trends Reversed 
in Many Concerns 


An “appreciable” number of business 
concerns begin to have falling profits dur- 
ing prosperous periods long before gen- 
eral business activity turns downward, 
and numerous other companies continue 
increasingly profitable operations for a 
time after business at large begins to 
slump 

These findings are contained in a prog- 
ress report by Thor Hultgren on studies 
in business costs and profits released for 
publication by the National Bureau of 
Economic Research tn its 29th annual re- 
port. The studies consist of a series 
of overlapping, progressively widening 
samples covering companies that pub- 
lished quarterly earnings statements for 
at least one full business cycle. 

Peaks and troughs in the aggregate 
profits of all companies did not ditfer 
consistently from peaks and troughs in 
business activity at large. But peaks and 
troughs in the number of companies with 
rising profits did consistently precede 
those in business at large, according to 
the studies. 


Courses differ in depressions 

In depression periods, Mr. Hultgren 
finds, an appreciable number of concerns 
reach a point at which their profits begin 
to increase before aggregate profits turn 
upward, while a sizable group continue 
to operate with narrowing net profits and 
growing losses. 

At all stages of the cycle, according to 
the studies, there were a considerable 
number of companies whose fortunes ran 
contrary to the main course of business 
The proportion of companies (in the 
sample) with falling profits was never 
less than 22 per cent, even in the pros- 
perous 1920's. 

The proportion with rising profits or 
diminishing losses was never less than 26 
per cent in the “great depression of the 
1930's,’ Mr. Hultgren continues. Thus, 
he adds, significant groups of businesses 
at all times have a profit experience that 
is contrary to or divergent from the ag 
yregate pattern. 

Analyzing costs in some two dozen in 
dustries for which at least rough data 
were available for eight phases of the 
business cycle, the economist found 
marked differences among industries. In 
every phase the unit costs of some indus- 
tries rose sharply while those of others 
scarcely changed or declined. Among 
those industries studied, the number with 
rising costs was larger in booms than in 
slumps. 

Data on profit margins for 1919-38, 
collected as part of the investigation of 
unit cost, suggest a net rise in profit mar- 
gins during booms and a net fall during 
slumps, but again with considerable varia 
tion among industries. 








Inside Thefts Said 


to Rise in Business 


Inside job “amateurs” are costing 
United States business men fully as much 
in annual thievery as are the ‘pros.’ So 
says the Continental Casualty Company 
in telling the causes and cures for the 
business man’s annual crime cost of a bil- 
lion dollars or so. 

In «a booklet called “Crime Loss Pre- 
vention” the company says: ‘Crimes com- 
mitted by dishonest employes, estimated 
at more than $500 million annually, have 
increased sharply the past two years and, 
from present indications, are far from 
having reached a peak.” 

Employe or “inside’’ crimes include 
embezzlement, fraudulent conversion, 
theft, and so forth. ‘Professional’ crimes, 
such as robbery and burglary, run to 
around $200 million a year, and forgery 
to some $300 million, the company estt- 
mates. 

“A substantial percentage of this ap- 
palling loss is preventable,” the company 
declares. “Numerous excellent, effective 
mechanical devices are readily available 
for minimizing or preventing losses by 
professional criminals. 

There are also many tested, proved 
business controls and systems which can 
easily be employed for reducing or elimi- 
nating losses due to employe dishonesty.’ 


“ Average dishonest employe” 


Continental describes the “average dis- 
honest employe” as 35 years of age and, 
in 93 per cent of the cases, a man. He 
has been employed on the average 914 
years, the last three years and two months 
of which covered the term of stealing 
before discovery. 

“Usually he has advanced to a position 
of trust by above-average ability, ambi- 
tion to progress, and willingness to ac- 
cept responsibility, coupled with faithful 
application to duty over a long period of 
employment. His background, both busi- 
ness and personal, is without indication 
of instability to act as a warning against 
dishonesty. 

Yet, due to some ‘emergency’ need 
for money, this employe succumbs to 
temptation. The first misstep is usually a 
relatively small matter, a ‘temporary loan 
which he expects to repay when he re- 
ceives his next pay check, but having 
stolen once it becomes easier to do so 
again and in time he is unable to extricate 
himself from the vicious cycle. 

Eventually the theft is discovered and 
rarely can restitution be effected.” 

To help business protect itself against 
the rising flood of crime loss, the insur- 
ance company shows how easily handwrit- 
ten records, such as sales slips, inventory 
lists, collections, checks, payrolls, and mis- 
cellaneous accounts, can be falsified 
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Do you have inter-office correspond- 
ence? Then you can make similar sav- 
ings—perhaps even more! 

This manufacturer of heating and air 
conditioning has two plants. Each memo 
between them takes 4 copies: original, 
writer's copy, “tickler,” and file copy. 
Four to write, four to reply—eight 
copies in all. 

But not on Uarco combined forms! 

These new forms combine sending 
and reply into one set. Carbons come 
glued in place . . . copies separate with 
one swift motion. The saving? Four 
copies with every writing—50,000 
copies a year! That's $250 in paper cost 
alone, to say nothing of the savings in 
payroll! 

Uarco designs such engineered forms 
systems for any business... any kind... 
any size. No cost. No obligation. You 
have only to phone your Uarco Repre- 
sentative to see where you can save! 
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Business Forms 


UARCO INCORPORATED 
Deep River, Conn.; Chicago, IL; Cleveland, Ohio 
Oakland, Calit. Offices in All Principal Catses 
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THomas H. Casson, Controller since 
1945, has been elected also a Vice Presi- 
dent of U.S. Industrial Chemicals, Inc., 
New York, it has been announced by 
WILLIAM P. Marsh, JR., President. Both 
Mr. Casson and Mr. Marsh are mem- 
bers of the Controllers Institute. 


FRENCH PETERSON recently became af- 
filiated with the Illinois Agricultural As- 
Assistant General 
a member of 


sociation, Chicago, as 
Comptroller. Mr. Peterson, 
the Controllers Institute, was formerly 
Comptroller of Kelly O'Leary Steel 


Works, Chicago 


formerly Auditor of 
Chemical Company, Inc., 
Louisville, is Vice President and 
Comptroller. Mr. Shields is a member of 
the Controllers Institute 


G. W 


the Federal 


SHIELDS, 


now 


EARL R. UHLIG has been advanced to 
Controller of The Glenn L. Martin Com- 
pany, Baltimore, succeeding MORGAN R 
SCHERMERHORN, JR., who has resigned 

as Vice Presi- 

dent and Con- 
troller. Mr. 

Uhlig, who has 

been with the 

Martin Company 

since July 1941, 

was elected As- 

sistant Control- 
ler in Novem- 
ber 1942, in 
which capacity 
he has served 
He ts in turn succeeded 
FRANKLIN 


until this time 
as Assistant Controller by 
M. BEALL. 

Mr. Uhlig and Mr. Schermerhorn are 
both members of the Baltimore Control 
of the Controllers Institute of America, 
Mr. Schermerhorn being immediate 
past president of the Control and Mr 
Uhlig newly elected secretary-treasurer. 


RoiF O. V. BoppiNnG, formerly Comp- 
troller of Dairy Cooperative Association, 
Portland, Ore., has joined Challenge 
Cream and Butter Association An- 
geles. Mr. Bodding is a member of the 


Controllers Institute 


Los 


LINDAHI 


esident in charge of 


Oscar N 
as Vice Pr 


who retired July 1 


finance at 
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Carnegie-IIlinois Steel Corporation, Pitts- 
burgh, has accepted the post of Executive 
Director of the Highway and Bridge Au- 
thority as well as the General State Au- 
thority of the Commonwealth of Penn 
sylvania, Harrisburg, at the special request 
of the Governor of the state 


RAYMOND C. DrFRING formerly Comp- 
troller of the Manufacturers Trust Com 
pany, New York, has been appointed 
Vice President and Comptroller. © Mr 
Deering is a past president of the New 
York City Bank Comptrollers’ and Audi 
tors’ Conference and past chairman of the 
Bank Management Conference of the 
New York Clearing House. He ts cur- 
rently Secretary of the National Associ- 
ation of Bank Auditors and Comptrollers, 
a member of the Bank Management Com 
mission of the American Bankers Asso- 
ciation and a member of the Group Life 
Insurance Committee of the New York 
State Bankers Association. 


Epwin H. MOSLER, JR., has been elected 
a Director and Treasurer of the Mosler 
Safe Company, New York. 


CLARENCE W. SNYDER, Comptroller of 
John A. Roebling’s Sons Company, Tren 
ton, N. J., recently spoke on “The Ameri- 
can Way’’ at the quarterly meeting of the 
Southern Jersey Business Education Asso- 
ciation. Mr. Snyder is a member of the 
Controllers Institute. 


WALTER A. SMITH, member of the Con- 
trollers Institute, has transferred from the 
Nashville Corporation, Nashville, Tenn., 
to The Crosley Broadcasting Corporation, 
Cincinnati, O., as Controller. Both com 


panies are subsidiaries of the Avco Manu 
facturing Corporation. In his present po- 


sition Mr. Smith assumes the duties of 
ELMER Boos, former Vice President and 
Treasurer of the Crosley Corporation, 


who died recently 


PercivAL F. A. PRANCE has been ap- 
pointed Controller of Ford International, 
Inc., New York. Mr. Prance, a member 
of the Controllers Institute, was formerly 
Assistant Treasurer of Suburban Propane 
Gas Corporation, Whippany, N. J., and 
previously served with Freeport Sulphur 
Company and General Motors Overseas 
Operations Division 
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CHRISTIAN E. JARCHOW, Vice President 
and Comptroller of International Har- 
vester Company, Chicago, and chairman 
of the board of the Controllers Insti- 
tute of America, appeared in the pages 
of The Office for July 1949 with an 
article entitled ‘Recruitment and Job 
Training in the Controllers Office,” 
which was a partial reproduction of the 
chapter on “Problems of Controllership 
Organization” which Mr. Jarchow con- 
tributed to the book, “Controllership in 
Modern Management,” recently _ re- 
leased by the Controllership Founda 
tion. 


THOMAS J. TOBIN has been elected to 
the newly created position of Vice Presi- 
dent and Comptroller of Erie Rail 
road, Cleveland. 
Mr. Tobin, who 
holds member- 
ship certificate 
number 827 in 
the Controllers 
Institute of 
America, for- 
merly had the 
title of Comp- 
troller. a y 

Currently Mr. / 

Tobin is serving 

as a trustee of the Controllership Founda 
tion, Inc. He previously served as general 
chairman of the 1949 Midwestern Con- 
trollers Conference of the Controllers’ In 
stitute in Cleveland May 1-3, as well as 
the 1943 Conference. A past national vice 
president and national director of the In 
stitute, he was also president of the Cleve- 
land Control 1943-44. 

He is a past chairman of the Accounting 
Division of the Association of American 
Railroads and presently a member-at- 
large, Advisory Council on Federal Re- 
ports (official business consultant to the 
U. S. Bureau of the Budget). 


Hvusert J. JiRKA has joined Vacuum 
Can Company, Chicago, as Controller 
Mr. Jirka, who previously was Comp- 
troller of Kropp Forge Company, ts a 
member of the Controllers Institute. 


B. V. EprinGr became Comptroller of 
The Beryllium Corporation, Reading, 
Pa., effective July 25. Mr. Edridge, a 
member of the Controllers Institute of 
America, was formerly Controller of 
Bovaird & Seyfang Manufacturing 
Company, Bradford, Pa. 


GeEorGE A. MITCHELL, Vice President 
for finance of the National Biscuit Com- 
pany, New York, and former Controller 
of the company, has been elected a Di 
rector. Mr. Mitchell joined Nabisco in 
1917 as a clerk, became Assistant Con- 
troller in 1932, and Controller 
years later. He was made Vice President 


in 1948, 


seven 








C. W. TOMLINSON, previously Comp- 
troller, is now Vice President and Comp- 
troller of the American National Bank 
and Trust Company, formerly American 
Trust and Banking Company, Chatta- 
nooga, Tenn. 


Water H. Kamp, Comptroller of 
Bristol-Myers Company, New York, de- 
livered an address on “Managerial As- 
pects of Internal Audit Control’ before a 
recent meeting of the Syracuse Chapter 
of the New York State Society of Certified 
Public Accountants. Mr. Kamp, a mem- 
ber of the Controllers Institute of Amer- 
ica, is author of “Internal Control Stand- 
ards and Related Auditing Procedures.’ 


WILLIAM) DEYERBERG retired from 
Walter Kidde & Company, Inc., Belle- 
ville, N. J., as of July 1. Mr. Deyerberg, 
who had been with his company for 
over 30 years, held the title of Treas- 
urer at the time of his retirement. He 
had been Comptroller and Assistant 
Secretary-Treasurer when elected to mem- 
bership in the Controllers Institute of 
Amertca in November 1937, holding 
membership certificate number 1055, 


E. L. Jones, formerly of Western Bis- 
cuit Company, Inc., Passaic, N. J., has 
joined Southern Biscuit Company, Inc., 
Richmond, Va., as Assistant Secretary- 
Treasurer. Mr. Jones is a member of the 
Controllers Institute. 


Haroi_p C. StTorrT, past president of 
the Philadelphia Control of the Control- 
lers Institute of America, has been ap- 
pointed Vice President and Treasurer of 
Albert M. Greentield & Co., Philadelphia. 
Mr. Stott had been a partner of Schmidt, 
Walker and Stott, certified public ac- 
countants, as well as a member of the Ac- 
counting Department faculty of — the 
Wharton School of Finance and Com 
merce, University of Pennsylvania 


CHARLES M. Ho ututs has been named 
Controller of Kaiser-Frazer Corporation, 
Willow Run, Mich. Mr. Hollis, a member 
of the Controllers Institute of America, 
joined K-F in April 1947 and was ele- 
vated to the post of Assistant Controller 
in November of that year. 


JOHN J. KAVANAGH has been elected 
Vice President and Treasurer of the Hecht 
Co., Washington, D.C. Mr. Kavanagh 
has been General Manager of the Con- 
trollers’ Congress of the National Retail 
Dry Goods Association since 1946. 


D. S. GruBBs has become Manager of 
the California Division of Oil Well Sup- 
ply, Los Angeles, a subsidiary of United 
States Steel Corporation. Mr. Grubbs, a 
member of the Controllers Institute, re- 
signed as Treasurer and Secretary of Adel 
Precision Products Company, Burbank, to 
accept his new position. 


FREDERICK P. BERNHARD, Controller 
of International Nickel Co. of Canada, 
Ltd., retired as of August 1 after 50 
years of uninterrupted service with the 
company. He had served longer than 
any active employe. Mr. Bernhard also 
retires as Director and Controller of 
Whitehead Metal Products Co., Inc., a 
United States subsidiary of Inco. 

R. G. Locuter, Vice President and 
Treasurer of Capital Airlines, Washing 
ton, D. C., and a director of the District 
of Columbia Control of the Controllers 
Institute of America, is the author of 
an article entitled “Teaming Top and 
Bottom Management for Cutting the 
Cost of Operations” which appeared in 


the August issue of Noma Forum 





Obituary 





Raymond L. Ward, Assistant Treas 
urer and Controller of the Curtiss-Wright 
Corporation at Wood Ridge, N.J., died 
of a heart attack in his ofhce July 29. He 
was 52. 

Mr. Ward, who lived at 662 Shadow 
lawn Drive, Westfield, joined Curtiss 
Wright in 1947 after 20 years with Ly 
brand, Ross Brothers & Montgomery. He 
became Assistant Treasurer in May 1947 
and Controller in April 1949 

He was a graduate of the University 
of Illinois, a certified public accountant, 
and a member of the American Institute 
of Accountants 

Surviving are his wife, Mrs. Lillian H 
Ward, and two daughters, Mrs. Betty 
Jane White and Miss Dorothy Lee Ward 


Pearce F. Boyer, Vice President and 
Controller of Republic Steel Corporation, 
Cleveland, died July 22 at the age of 62 

Mr. Boyer was holder of membership 
certificate number 1536 in the Control- 
lers Institute of America. He was a mem 
ber of the Institute's Committee on Fed 
eral Taxation and was chairman of the 
Iron and Steel Industry Conference at the 
1943 Annual Meeting of the Institute 

A native of Tamaqua, Pa., Mr. Boyer 
began working as a youth in the Mellon 
National Bank of Pittsburgh, attending 
night school at the University of Pitts 
burgh for three years. He left the bank 
in 1916 to join the Donner Steel Com 
pany in its Philadelphia ottices. Trans 
ferred to the Buffalo plant two years later 
as Assistant Auditor, he was promoted to 
Controller in 1925 

When Donner Steel merged with other 
companies to form Republic Steel Corpo- 
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ration in 1930, Mr 
Controller of the new company, moving 


Boyer was named 


to Youngstown where the first general of- 
fices were established. He went to Cleve 
land in 1935 when Republic's offices were 
moved there, in 1941 made Vice 
President and a Director of the corpora 


was 


tion 

Mr. Boyer was president of the May 
field Country Club, a member of the 
Union Club, Pepper Pike Country Club, 
Fairmount Presbyterian Church, and the 
American Iron and Steel Institute. 

Surviving are his wife, Mrs. Hester 
Booth Boyer; three sons, Willis, Robert 
and Pearce, Jr.; and a daughter, Mrs 
Carl C. Tucker 
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Employe Contributions Now Required in 
Most Group Insurance Plans Surveyed 


Contributions by employes are required 
in more than three-quarters of 261 group 
insurance plans surveyed by the National 
Industrial Conference Board. In an earlier 
survey (1945) the Board noted that 
nearly half of such plans studied were 
paid for entirely by the employer. 

Many different ways of splitting the 
cost are reported in use in the 191 com- 
panies furnishing the Board with informa- 
tion on this point. In eighty-six of these 
companies (45 per cent or nearly half) 
the employer pays the same proportion of 
the cost for all the benefits included in 
the insurance program. It ts noted that 
the company’s share of the cost under this 
type ranges from less than 10 per cent 
to 100 per cent, but with more than two- 
thirds of the companies paying 50 per 
cent or more of the cost. Over a third of 
the companies support the entire cost. 

The benefit for which companies con 
tribute the largest share is life insurance, 
it was found. Companies as a rule con- 
tribute a smaller proportion of the cost 
for hospital and surgical benefits for their 
employes than for other types of personal 
coverage. Over 40 per cent of the com- 
panies with hospital and surgical benefits 
for employes’ dependents require the 
worker to pay the entire cost of this pro- 
tection. 

A minority of the group insurance plans 
studied have been made part of a union 
agreement. Of the 216 companies giving 
information on this point, 128 (or 59.2 
per cent) said that the plan had not been 


incorporated in the union agreement. 
Fifty-seven (26.4 per cent) reported that 
they had reached an agreement with their 
unions on their plans. Most of the com- 
panies in this group forty-one (19 per 
cent)—merely agree to continue the plan 
while only sixteen companies (7.4 per 
cent) have made the complete plan a part 
of the agreement. Thirty-one companies 
(14.4 per cent) do not have a union in 
their establishments. 

A present point of dispute between 
unions and company management is 
whether the company should assume the 
entire cost of an employe benefit pro- 
gram, the Board notes. 

“During the war years,” it comments, 
“noncontributory group insurance plans 
were popular. Several factors encouraged 
this trend. High taxes were responsible 
to a large extent, as the employer could 
deduct those insurance premiums as a 
business expense in computing his federal 
income tax. With taxes at their wartime 
peak, the net cost of insurance was far 
below the sums paid to insurance com- 
panies in premiums. Noncontributory 
plans were also installed as a substitute 
for wage increases, which were controlled 
by the federal government. For the same 
reason union leaders were active in at 
tempting to obtain employe benefit pro 
grams financed by the employer. As a 
consequence of all these factors, nearly 
half (47.6 per cent) of the group insur- 
ance plans in the 1945 survey were 
found to be on a noncontributory basis.” 


Company Controllers Conference 


Held by General Aniline 


Members of the accounting staffs of 
the various divisions of General Aniline 
& Film Corporation gathered recently in 
New York City for a two-day conference 

The meeting was called by W. I. Mc- 
Neill, G. A. Vice President and Control 
ler, who with President Jack Frye headed 
the list of speakers. A principal address 
was delivered by Carman Blough, Re- 
scatch Director of the American Institute 
of Accountants. Mr. Blough, in a schol- 
arly exposition of accountancy technique s, 
took a strong current 
tendencies to change procedures because 
of present changing currency values. He 
supported the “accounting philosophy 
enunciated by Mr. McNeill. [See “Hate 
You an Ac MNTING Phil in THI 
CONTROLLER, April, by W. 1 McNedll.} 

President Frye in his talk told the ac 
countants what he felt was their respon 
sibility to management in keeping a busi- 
ness on an even keel. Their reports, he 


position against 


60 ph y?" 


said, should present a true reflection of 
the entire business status, and he dwelt 
on the accountants’ responsibility in re- 
lation to inventories, sales, and the entire 
profit picture, 

The theme of the conference was stated 
as “The Use of Accountancy as a Mech- 
anism for Control of Profits.’’ Sessions 
were held from morning until late after- 
noon and on the second day the confer- 
ence was concluded with a cocktail hour 
and dinner at which Mr. McNeill sum- 
marized the proceedings of cach session 
and Mr. Blough delivered his address. 

Chairmen of the various sessions in- 
cluded R. C. Casselberry, Assistant Con- 
troller; D. D. Mason, Controller of 
Ansco; B. D. Webster, Controller at 
Ozalid; and F. L. Mettler, Controller of 
the General Aniline Works Division. 

Messrs. McNeill, Casselberry, Mason, 
and Mettler are members of the Control- 
lers Institute of America. 








Manufacturing Profits 
Drop in First Quarter 


Profits of the nation’s manufacturing 
corporations nosed downward sharply in 
the first quarter of 1949, according to a 
recent joint release by the Federal Trade 
and the Securities and Exchange Commis- 
sions. 

First quarter profits were 16 per cent, 
or more than $400 million, below the first 
quarter of 1948. This followed an esti- 
mated drop of about $550 million, or 
roughly 18 per cent, in the final quarter 
ot 1948. 

The survey laid the slump to falling 
sales during the first quarter of this year, 
which more than offset lower operating 
costs. The profit estimates in the study, 
which were made after deduction for in 
come tax payments, were based on reports 
by 22 industries in all types of manufac- 
turing. 


Debts of State 
Governments Rise 


Although state governments took $7.8 
billion in taxes from business and in- 
dividuals during 1948 fiscal year, their 
total debt rose to $3.5 billion, compared 
with $2.3 billion in 1947. 

In addition, states received $1.4 billion 
in federal aid, reflecting growing depend- 
ence on Washington. Many economists 
say states would be better off if federal 
taxes were reduced in licu of federal aid, 
so cach could provide funds through 
taxes levied inside its borders 
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Bea Forty-Niner / 


Be in San Francisco 
September 25 
for the 18th Annual Meeting 
of the Controllers Institute! 








Fifth Ave. at 4th St. 


What Is the Most Practical 


Pension Plan 


for Your Organization? 


During the long period of years that pension and profit 
sharing plans have been operated, a wealth of experience 
has been accumulated as to what is practical and what is 
not practical, what is desirable and what is not desirable 


for both employer and employee. 


This Company has participated in the development and, 
as trustee, has been closely identified with the administra- 
tion of the pension and profit-sharing plans and trusts of 
a large number of business organizations in widely diver- 


sified lines throughout the United States. 


We invite discussion with officers of our Pension Trust 
Division regarding the type of program, the specific pro- 


visions, and the method of financing of a plan that may be 


best suited to your organization's particular requirements. 





We shall be pleased to send on re- 

quest our booklets entitled: 
Pension Plan Fundamentals 
Building A Retirement Plan 


A Realistic View of Pension Costs 











Guaranty Trust Company 


of New York 
Capital Funds. $370,.000,000 


140 Broadway. New York 15 


Madison Ave. at 60th St. 


New York 21 New York 20 


New York 18 











Rockefeller Plaza at 50th St. 





Copy DEADLINE 


Tenth of month preceding publication 





Positions Wanted 


Controller—Executive Accountant 

Executive accountant presently em- 
ployed offers: twelve years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising sentor. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 45. 
Salary $15,000-$18,000. Address: Box 
763, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Treasurer—Controller 
Executive Assistant 


Aggressive member of top management 
» functioning as head of finance and 


1; 
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ontrol divisions 


grout 
manufacturing 


orporation seeks similar position, or that 
I 


Wide, 


con 


of assistant Oo CXECUtIVE 


major 


1 
practical experience in management 


ounting, costs, 


trol procedures, budgets, ac 


redits, merchan- 


taxes, systems, finance, 
dising, manufacturing operations, and cor 
Excellent education, per 
sonality, and Will relocate 
Member of the Controllers Institute. Ad 

Box 918, THE CONTROLLER, Once 


Street, New York 17 


matters 


porate 


appe arancc 


Controller—Treasurer 
Assistant to President 


Controllers Institute de 


tion as controller, treas- 


THE CONTROLLER. 


urer, or assistant to president. Broad na- 
tional industrial experience in multi-plant 
and sales and service operations. Several 
years experience as treasurer handling line 
of credit involving a number of banks. 
Other previous experience as acting plant 
manager, controller, and budget director 
of large manufacturing plant with em- 
ployment above 20,000. Five years public 
accounting experience with national firm 
of accountants. 

Competent in financial management, 
branch and plant control, budgets, cost 
accounting, general accounting, taxes and 
insurance, credit and collections, and sys- 
tems and procedures. University trained 
Age 41, married, three dependents. Ad- 
dress: Box 927, THE CONTROLLER, One 
East Forty-Second Street, New York 17 
N. Y. 


Standard Costs—Budgetary Control 


Institute member available—account- 
ant-industrial engineer with more than 
twenty years practical experience with 
standard costs, budgetary control—au- 
thor of technical bulletins, books, and 
contributor to the new Handbook on 
Cost Accounting Methods. More than 
ten years in controllership positions. Ad- 
dress:: Box 948, THE CONTROLLER, One 
East Forty-Second Street, New York 17, 
New York 


Controller—Treasurer or 
Assistant 


Executive accountants desires position 
with a manufacturing concern as control- 
ler or treasurer, or related executive re- 
sponsibility. Over twenty years progres 
sive accounting and financial experience in 
metal goods manufacturing industry, serv 
ing in positions of assistant treasurer and 
clerk, auditor, chief accountant, following 
various duties under accounting and fi 
nance Broad expe ricnce in general ac 
counting, financial 
counting and budgets including analysis 


Statements, cCOst ac- 


and interpretation to assist management in 
controlling operations, internal auditing, 
federal and state tax returns, office manage 
ment. Controllers Institute member. Age 
16, married. Salary $7,500-$8,000. Free 
to relocate. Available immediately. Ad- 
dress: Box 959, THE CONTROLLER, One 
East Forty-Second Street, New York 17 


N. Y 


Controller—Treasurer 
Executive Accountant 


Twenty years 


counsellor, 


expe frence as manage- 


ment controller, secretary 
treasurer, credit Manager, office manager 
Thorough knowledge of manufacturing 


and process accounting, internal auditing, 
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cost systems and budgets, single and multi- 
unit operations. Experienced in preparing 
all types of financial statements and _te- 
ports and in the negotiation of compli- 
cated credit arrangements. Credit, collec- 
tion and inventory control experience 
insure efficient use of working capital. 
Have created, revised, and installed office 
and accounting systems, and written pro 
cedure manuals. Have installed and used 
punch card tabulating equipment. B.S. in 
Econ., Wharton School, University of 
Pennsylvania. Age 41, married. Address: 
Box 960, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 


Treasurer—Controller 
Assistant to President 


Member of the Controllers Institute 
desires a new connection as treasurer, con- 
troller, or assistant to president. Previ- 
ously held positions as controller and 
business manager of known organizations. 
Eighteen years of diversified experience in 
manufacturing, selling, research and pub- 
lic accounting. Competent in general man- 
agement, finance, budgets, forecasting, 
office management, personnel, cost ac- 
counting, general accounting, taxes, in- 
surance, credit and collections, market and 
price analysis, systems and procedures. 
Excellent personality and appearance. Col- 
lege education. Age 38, married. Salary 
dependent upon responsibility and op 
portunity. Address: Box 961, THE Con- 
fROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Controller—Treasurer 

Executive Accountant 
A Controllers Institute member, pres- 
ently employed in East, desires to locate 
in South or West. Twenty years experi- 
ence in public utility accounting, with op- 
erating and holding companies. Thor- 
oughly qualified in general and corporate 
accounting, federal and state taxes, FPC 
and other regulatory commission reports, 
internal auditing, budgets, statistics, in- 
surance, personnel, office management 
and procedures, and reports for manage- 
ment. Also some utility operating experi- 
ence. College graduate. Married. Salary 
dependent upon location, responsibilities, 
and opportunity. Address: Box 962, THE 
CONTROLLER, One East  Forty-Second 

Street, New York 17,N. Y. 


Controller—Treasurer 


Can formulate, install, and operate a 
complete and economical accounting sys- 
tem suited to the needs of the individual 
company. Twenty years experience in 
high-precision metal working industry 
with nationally known companies. Diver- 
sified background including costs, taxes, 
auditing, budgets, statistics, consolidation, 








IBM and development and _ installation 
of accounting systems. Equipped to an- 
alyze and interpret thoroughly cost and 
general financial information and to rec- 
ommend suitable action. Accountancy and 
Business Administration graduate, mar- 
ried, age 49. Address: Box 973, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


General Auditor 

CPA (Ohio) with extensive experience 
in internal auditing and all phases of ac- 
counting. Available after proper notice as 
general auditor, controller, or assistant 
controller for large company. Detail 
resumé on request. Some travel acceptable. 
Address: Box 974, THE CONTROLLER, 
One East Forty-Second Street, New York 
L7, NY, 





Exposure 


= business faces not only 
the chance of encountering 
financial misfortune through 
a variety of casualties but 
also the possibility of the in- 
relied 


surance upon for in- 


demnity against such _ losses 


being deficient or inapplic- 
able. 

This double exposure can 
be avoided if the insurance is 
fashioned upon a complete 
knowledge of the casual risks 
threatening the business, pref- 
erably obtained from an un- 
biased survey by people who 
specialize in making such in- 


vestigations. 


JOHN R. BLADES 


Insurance Adviser 
744 Broad St., Newark, N. J. 


Established 1926 
NO INSURANCE SOLD 








Plant Controller Lowers Costs 

Planned changes that eliminated delays 
in invoicing between various branch 
plants and main plant. Reduced excess 
labor variance to within 2 per cent of 
standard by developing cost attentiveness 
of factory foremen. Maintained cost, per 
factory employe, of timekeeping depart- 
ment 46 per cent below main plant. De- 
livered monthly reports promptly without 
overtime. Installed plant accounting sys- 
tem, organized financial and accounting 
departments, and supervised their opera- 
tions. Certified Public Accountant of New 
York and Texas with degree of B.CS. 
from New York University. Address: 
Box 975, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N.Y. 

Controller—Executive Accountant 

CPA, age 43, college graduate, ten 
years diversified public accounting and 
ten years supervisory experience with 
manufacturing corporations. Excellent 
background in accounting, auditing, taxes, 
costs, finances, and administrative phases 
of business. Able to get things done ef- 
ficiently at low cost. Now employed but 
available upon reasonable notice. Address: 
Box 976, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N.Y. 

Executive Officer—Vice President 

To a former controller, who has at 
tained the presidency of his company and 
would like to engage as his assistant a 
man with like overall experience, all 
phases finance, sales, and operations in 
heavy manufacturing industry. Can ex- 
ecute orders and make decisions. Capable 
of analysis and determination of facts for 
establishment of financial and administra 
tive policies. Institute member—now em 
ployed—age 45. Address: Box 977, THE 
CONTROLLER, One East  Forty-Second 
Street, New York 17, N.Y. 

Taxes—Auditing—Bud geting 
AB, MBA, Wharton, 


Pennsylvania, eight years accounting, four 


University of 


public. Senior public accountant, 3-4, mar- 
ried. Varied experience tax research, ac- 
counting procedures, financial analysis 
report writing, budgeting, general ac- 


counting, including public utilities. De- 


tailed information on request. Address: 
Box 978, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N.Y. 


® Recommendations 
® Analyses 
® Citations 
© Regulations 
© Limitations 


Montgomery's 


| Federal Taxes—1949-50 
CORPORATIONS 
& PARTNERSHIPS 


... @ tax-wise cross-examin- 
ation of your particular prob- 
lem. Everything you need for 
1949 corporate taxes—organ- 
ized, analyzed, and presented 
as you need it. 


Federal Taxes—1949-50 
ESTATES, TRUSTS 
and GIFTS 


... all angles of estate plan- 
ning and procedure. Here is 
a complete summation of the 
estate tax facts you should 
know about. 





THE RONALD PRESS COMPANY 
15 E. 26th St. « New York 10, N. Y. 





Event of the Fall 


a) 


Relations 





= 


Will Be Held in the 


New York City 





A Leading Top Management and Public 
Season 


Annual Report Awards Banquet 


The Fifth Under the Auspices of 
FINANCIAL YWORLD 
Grand Ballroom, Hotel Statler 


Monday, October 31, 1949 


The “Oscar of Industry” Trophy 


To Be Presented to the Officials 

of 100 Corporations Judged as 

Having the Best 1948 Annual 
Reports in Each Industry 


For reservations and information on the 
Awards Number to be distributed at the 
Banquet, write: Weston Smith Financial 
World, 86 Trinity Place, New York 6, N. Y. 


























QUESTIONS for 
CORPORATION EXECUTIVES 


@ Do vou know vour Stockholders? 


¢ Do your Stockholders know you? 


If you are in doubt, you should read 
ASSET NUMBER ONE 
Here, briefly described, are the tested methods used by many 


leading companies who can answer “Yes” to these questions. 


Write us on your letterhead for Booklet C 


GEORGESON & Co. 


Specialists in Stockholder Relations 


52 Wall Street, New York 5, N. Y. 


Telephone HAnover 2-1470 


BOSTON e@ PHILADELPHIA e CHICAGO e@ LOS ANGELES e@ SAN FRANCISCO 














ANNUAL REPORT ... ANNUAL HEADACHE? 
Turn the Entire Job Over To Pandick 


Pandick clients find us capable of working out every step in the 
preparation of an annual report—whether it’s to be an elaborate or a 
modest booklet. 

Our professionally-trained layout and design department will be vlad 
to create a “dummy” for your consideration. We take over all the 


production details. And we can expand on your rough copy, if you wish, 


We consider this service Just: part of 


doing a thorough job, May we help vou? 


22 THAMES ST., NEW YORK 6 


REctor 2-3447 


71 CLINTON ST., NEWARK, N.J. 


MArket 3-4994 


Pan dick Pi 055, Ine. 


A QUARTER CENTURY OF SERVICE 





Truman Appoints 
Efficiency Board 


An advisory Committee on Manage- 
ment Improvement, with Thomas Mor- 
gan, President of The Sperry Corporation, 
New York, as chairman, has been set up 
by President Truman. The committee con- 
sists of twelve members. 

Purpose of the committee, according 
to a statement issued by the White House, 
is to assist the President in reviewing 
progress and accomplishments in the bet- 
ter management expected under the gov- 
ernment reorganization plans sent to 
Congress. 

“While improvements in the organi- 
zation and administrative arrangements of 
the Executive Branch are essential to ef 
ficient conduct of federal programs,” it 
said, “they do not themselves result in 
better operations. Responsible officials 
must follow through to see that potential 
improvements in government operations 
are actually realized.” 

The President prescribed continuous 
and systematic efforts throughout the Ex- 
ecutive Branch to improve effectiveness 
and economy. 

Department and agency heads will 
continue to have primary responsibility 
for such action,” the President's state- 
ment continued. It Is my intention that 
the responsible executives shall schedule 
comprehensive reviews of activities undet 
their jurisdiction in order to improve in- 
ternal agency organization, identify and 
climinate overlapping or unnecessary ac- 
tivities, simplify or modernize proced 
ures, and assure that management shall 
be effective in its day-to-day direction and 
supervision of operations 

In scheduling such appraisals it 1s my 
intention that priority shall be given to 
those areas of operations in which the 
greatest benefits in economy or improved 
service to the public are to be expected 


“It appears, gentlemen, that we'll have to 
adopt our competitor's tactics, and turn 
out a reliable product 
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BOOKKEEPING MACHINE 


a 


the one bookkeeping machine for 


cost-conscious management men... 


The alert executive today is conscious of the need for reduc- 
ing all costs. And this new Remington Rand bookkeeping 
machine is designed to cut administrative costs. It elimi 
nates operator waste-motion and lost time by producing all 
the accounting records you need—more efficiently and more 


economically than ever before. Here is how: 


Faster results . . . every feature of this bookkeeping 
machine has been electrified. Balances are computed and 
printed automatically. and improved tabulation and high 
speed timing eliminate operator-strain—increase operator 


work-time. 


Simpler operation... two. three or more related records 

such as customer's ledger and statement with sales analy- 
sis and cash distribution—are produced simultaneously: 
records for every breakdown. for every necessary depart- 
ment. New vive extra flexibility 2... 


“snap-on registers 


they're easily repositioned for any new application. 


New functional design . .. many new. special features 
cuarantee operator-owner appeal. This streamlined beauty 
keys—and 


printing impressions are assured. The writing line is con 


has new organ type. finger-grooved uniform 


pletely visible. and register totals are magnified for even 
easier reading. Yes, In every Way it’s designed to sp ed 


and save in vour accounting administration. 


See for yourself. Call your nearby Remington Rand rep- 


resentative, or write for free booklet. “Fashioned for Bu-i- 


Remington Rand Ine.. Dept. CR-9, 


r the Lorem 
Reminglon Rand 


BOOKKEEPING MACHINE 


ness Admini-tration’ 























AVVOVE GUY UPFORD 
TS TABULATING SERVICE 





You Don’t Hawe To Be BIG To Benefit From 
STATISTICAL’S Tabulating Facilities 


No matter what your fact-and-figure requirements may 
be, STATISTICAL offers the mechanical equipment 
and personnel to solve your problems quickly, accu- 


rately and economically 


This tabulating service is so flexible that it can be 
adapted to your individual needs whether you have 
your own tabulating department or not—whether you 
need help regularly or only on an emergency basis. 
You'll be money ahead to call on STATISTICAL. 


Remember, STATISTICAL operates the largest  in- 
dependent punched-card tabulating service in the 
country, manned by people with the skill and experience 


to do any tabulating job, small or large. 


Just phone or write our nearest office for the full story 
on STATISTICAL’S Tabulating, Calculating, Typing 


and Marketing Research Tabulations services. 


TATISTICAL TABULATING COMPANY 
\ \ AL A! AU [ Hil 
53 West Jackson Boulevard e Chicago 4, Illinois 


Telephone: HArrison 7-2700 


St. Louis Office: Arcade Building, St. Louis 1, Mo New York Office: 50 Broadway, New York 4, N. Y. 
Telephone: CHestnut 5284 Telephone: WHitehal! 3-8383 





